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OPENING SPEECH

(On Behalf of The Association of Accounting and Finance Academicians - MUFAD)

V. International Symposium on Accounting and Finance co Hosted by The Association of Accounting
and Finance Academicians (MUFAD), Bursa Uludag University, Ss Cyril and Methodius University
in Skopje, Institute of Economics-Skopje and Azerbaijan State University of Economics was held at
Bursa on 1-4 May 2019. The symposium was attended by the representatives of President of Union of
Chambers of Certified Public Accountants of Turkey Chairman Mr. Masis Yontan and the Public
Oversight Authority and the speeches of six foreign universities including Japan, Azerbaijan,
Macedonia, Egypt, Afghanistan, Somalia and 37 State University and 11 Private Universities in our
country. A total of 74 presentations were presented at the Symposium.

The purpose of education and training is to create the conditions necessary for an advanced society.
Globalization has changed the objectives of higher education. Therefore revisions are carried out in
the training programs of Academic studies that serving the commercial life are discussed and sharing
information on current issues is carried out in symposiums and congresses. | would like to bring
solutions of the problems encountered in the field of education and integration in this Symposium.

MUFAD, one of the institutions serving the science of accounting and finance, was established at the
end of 1998 and has been responsible for meeting the scientific and social needs of our colleagues
until today. With the awareness of this responsibility, our Association has continued to serve all
academicians and so far, various panels, workshops and international congresses and conferences were
organized in cooperation with universities and professional chambers.

The international activities organized by MUFAD can be summarized as follows.

° «First Balkans Countries Conference on Accounting and Auditing» was held 2007 in Istanbul
Cohosted by Trakya University.

o «12 th World Congress of Accounting Historians» was held 2008 in Istanbul Cohosted by
Afyon Kocatepe University and Marmara University.

o «2nd Balkans Countries and Middle East Conference on Accounting and Auditing History”
was held 2010 in istanbul.

° 4 International Accounting and Finance Symposium has been organized by our association so
far.
. “I. International Symposium on Accounting and Finance” was held 2012 in Gaziantep

Cohosted by Gaziantep University and MUFAD.

. «II. International Symposium on Accounting and Finance” was held May 2014 in Bursa
Cohosted by Bursa Uludag University, Bursa Metropolitan Municipal And MUFAD.

° "lll. International Symposium on Accounting and Finance" was held at Tokyo, JAPAN
cohosted by MUFAD and Tokyo Keizai University.
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o «IV. International Accounting and Finance Symposium» was held 2017 in Macedonia
cohosted by MUFAD, Bursa Uludag University and Ss. Cyril and Methodius University in
cooperation with the Institute of Economics of Skopje.

I wish that our last organization, the 5th International Accounting and Finance Symposium, will reach
its goal and contribute to the world of accounting and finance. | believe that this Symposium will
contribute significantly to the development of the culture of registration and control and to scientific
research. |1 would like to thank everyone who contributed to this conference, which | think will be
useful and appropriate in terms of its content and timing. This Symposium gives us the opportunity to
benefit from the papers presented by academicians from different countries. | would like thank Union
of Chambers of Certified Public Accountants of Turkey and Public Oversight Authority, Symposium
Organization and Scientific Committee and all participants.

Symposium Convenor
Prof. Umit GUCENME GENCOGLU
President of MUFAD
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Dear participants, distinguished colleagues, ladies and gentlemen, welcome to V. International
Symposium on the Accounting and Finance that is our traditional event. | greet you all warmly and
respectfully in the name of myself and our Union, TURMOB.

I would like to congratulate and thank to MUFAD and Uludag University that organized the
symposium, especially Prof. Dr. Umit Giicenme Gengoglu.

As you know, accounting standards and practices are the main pillars of our profession. For this
reason, TURMOB has closely followed the accounting standards. TMUDESK (Accounting and
Auditing Standards Board of Turkey) was created and accounting standards were published.
Afterwards, the TMSK (The Accounting Standards Board of Turkey) has gained a legal structure and
the accounting standards have been published in our country. As is known, accounting standards are
dynamic principles, not static. Accounting standards are constantly updated. In order to keep up with
these developments immediately and to offer high quality standards to our professional accountants,
we have always been in the process and will continue to be thereafter.

Dear guests, distinguished members, within the scope of the new TCC and international developments,
it is of utmost importance “Institutionalization and professional specialization” for our members to
comply with the new regulations in the accounting and auditing fields, to draw the road maps for the
future. While the accounting service is rapidly shifting from the record keeping function to the
financial reporting function, our profession has been shifting its crust in recent years and turning to
different fields of expertise. Especially in the last 15 years, the financial structure at the global level
has been reshaped together with the accounting scandals that occurred after Enron and later. The
national and international regulatory authorities and the standard- setting committees consider and
revise their regulations and standards more carefully than ever before. These new regulations cover all
professional standards, mainly accounting (financial reporting) standards and auditing standards.

The independent audit and independent auditor phenomenon are extended not only to companies with
public and public responsibility, but also to the public sector, including private sector enterprises,
foundations, associations, cooperatives, non- governmental organizations, namely the third sector.
Therefore, every segment of society is looking for more transparency and accountability than before.

Another development that increases the importance of independent audit is the new legal regulations.
The demands for Independent Auditing and Independent Auditor are increasing day by day in the
various regulations, notably in the new Turkish Commercial Code. These developments are
undoubtedly an important opportunity for professional accountants.

However, there is a condition to benefit from these opportunities: Professional accountants should
have adequate equipment in the field of independent audit. This equipment can only be provided by
training. As in the previous period, we will give great importance to our trainings in the field of
Accounting Standards and Independent Audit.

Dear guests, accounting and auditing profession are a profession formed by standards. We have
submitted our views regularly to exposure drafts of Turkish Financial Reporting Standards and
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Turkish Auditing Standards prepared by Public Oversight Board and maintained our support for high
quality standards. Turkish Auditing Standards issued by Public Oversight Board is the adoption of
International Standards on Auditing but is not a word-for-word translation. TURMOB offers the
Turkish version of International Auditing Standards to the benefit of our professional accountants by
preparing the Turkish translation of ISAs and updating them constantly.

. As you know very closely, TURMOB, the roof organization of the accounting profession in
Turkey, and our all chambers, have always considered professional education as necessary and
priority.

o To date, we have tried to contribute to these events. After that, | am sure that TURMOB will
always try to contribute to your work and activities, with high level of importance to education.

Our biggest wish is to continue your contributions to the professional environment at the highest level.

Dear professors, we should be able to offer a more intensive and alternative accounting curriculum for
young people who are candidates for the profession of accounting and auditing who are considering
accounting and auditing in universities. The young people who are interested in the accounting
profession will increase their success rate and quality in the entrance to the profession, if they are very
competent on our professional law numbered 3568, all regulations issued in the light of this Law, and
accounting and auditing practices, before they graduate.

. TURMOB takes the international regulations (for example, IFAC-ISA and the EU 8 the
directive) as a reference in our practical experience, professional competency exams and continuing
professional development.

° As we have always stated, the process of becoming a Certified Public Accountant is 9 years.
The process of becoming Sworn-in Certified Public Accountant is 19 years. In other words, the
process of becoming a CPA takes longer than a doctor or a lawyer.

° As TURMOB, education and examination requirements of independent auditing and auditors
have already been sought in the process of being CPA, practical experience process, professional
competency exams and continuing professional development for years.

° Accountancy profession is a career profession that requires to research, to learn, to get
knowledge and have an experience. For this reason, as TURMOB, it is necessary for our candidates
being our interns to search for the characteristics of the ability to research, learn, get knowledge and
have experience, because of their positive contribution to the accountancy profession and the country's
economy.

As TURMOB, we always highlights continuing professional education. The TURMOB regulation on
continuing professional development education, which was prepared on the basis of article 44 of the
professional law no. 3568, was effective on June 23, 2018 and published in official gazette.

1. What is continuing education? What is the benefit of continuing education?

Continuing education means adaptation to changes and continuing professional development.
Continuing education is lifelong learning.

Continuing education is to raise our professional competencies and skills even higher.

Continuing education is a requirement for the accountancy profession to perform as a dynamic, active,
researcher and interrogator.
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Continuing education means crossing national borders, becoming global, learning new standards,
becoming a global accountant who speaks a foreign language.

Continuing education means increasing the quality of our professional services and activities.

Continuing education is a requirement for the protection of public trust and interest, for resources to be
directed towards productive areas.

Continuing education means adapting to new technologies, capturing digitalization, software and it.
Continuing education is a communication platform being produced and shared professional knowledge
Continuing education creates professional motivation and personal development environment.
Continuing education is to become aware of new expertise and business areas.

In brief, continuing education is an activity that provides new jobs in economies where the way of
doing business changes and becomes difficult.

2. Who consist of continuing education? What is its purpose?

The Regulation, which regulates the principles and procedures of the compulsory continuous
education of all professional accountants, carries out the main objectives of our professional members
to adopt the lifelong learning process, to increase their professional competencies and to prepare them
for new business and specialization areas.

This aim is also a result of the need for adaptation to professional innovations and lifelong
professional learning and changes, which have also been demonstrated by international professional
regulation and good practice examples, and the standards published by International Federation of
Accountants (IFAC)

3. When do the obligation of continuing professional education start for professional
accountants?

Professional accountants are required to complete their obligations on continuing professional as of
the first day of the year following the year in which they obtain their licenses.

4. What is the minimum education period?

Each professional accountant should complete at least 30 hours of relevant professional development
activity in each year, including 10 hours of distance learning, 10 hours of face-to-face training and 10
hours of the other relevant professional development activity; at least 120 hours of relevant
professional development activity in each rolling three-year period.

5. SURGEM (Centre)

Continuing Professional Development Educational Centre (SURGEM) Our works on SURGEM
maintain intensively. Within the scope of the obligation on continuing professional education for
statutory auditors made by Public Oversight Body (KGK), mutual recognition of our trainings is
highly importance and we are also discussing this issue.

Dear professors, our professional position is very advanced. We have 30 years of experience with
totally 85 chambers under TURMOB and we are comprised of 112,911 members throughout the
country together with 108.121 CPAS (SMMM) as 48.986 sole practitioners and 59.135 professional
accountant in business within 77 CPAs chambers, and 4.790 sworn-in CPA (YMM) as 2.731 sole
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practitioner and 2.059 professional accountant in business under 8 sworn-in CPAs chambers in 8 big
cities the rapid change and growth of the markets with economic.

Development increases the economic and commercial activities and this situation affects the activities
of our profession. The new areas of expertise, mainly independent auditing, create important
professional opportunities for our professional accountants. Rating, the other professional field such as
valuation, corporate governance, forensic accounting, system and process control, financial reporting,
integrated reporting, assessment of tax risks and trustee in composition, are seen as the new
opportunities in the near future, with the improvement of economic environment.

Education seems to be the essential condition for all these new areas of professional expertise, We
need to have your support on professional education the same today as it was yesterday.

Dear academicians; as a professional accountancy organization, our priority expectation from you is:

. Present the developments and practices in the World today

. as in the past,

. research new developments in our profession,

o transfer the benefits of financial reporting and auditing in terms of enterprises, particularly

institutionalization

In 2018, the Conceptual Framework for Financial Reporting Known as the Constitution of Standards
was Rewritten.

° IFRS 16 Leases was published.

o IFRS 9 Financial Instruments was revised.

o IFRS 17 Insurance Contracts has been revised.

° In addition, it had been worked on IFRIC Interpretations (for example, IFRIC 23 Uncertainty

over Income Tax Treatments).

Dear guests, this year, the topics titled accounting, auditing and finance will be assessed at the
international symposium on accounting and finance for 3 days. In particular, we would like to expect
the following subjects to be discussed by experts and academicians:

° Observations on Mandatory TFRS Implementation

° Conceptual Framework

o Fair Value Measurement

° Reporting in Group Companies

° Financial Reporting Standard for Large and Medium-sized Entities (BOBI FRS)

Dear guests, finally, | wish the symposium to be successful and efficient and | would like to thank the
professors who organized the symposium, especially Prof. Dr. Umit Giicenme Gengoglu.

Masis YONTAN
President, TURMOB
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Activities of Public Oversight Authority (KGK)

Distinguished participants, as you know, Public Oversight, Accounting and Auditing Standards
Authority (POA) is responsible for achieving an effective public oversight in Turkey. POA is also
responsible for setting standards that ensure preparation and auditing of financial statements in
compliance with the international standards. In order to establish a high quality and reliable financial
reporting and auditing environment, POA has four main functions which are setting accounting and
auditing standards, authorising and registering auditors and audit firms.

In this respect, information about the activities of POA will be given in five parts: firstly,
developments related to accounting standards, secondly developments related to auditing standards,
next continuous professional development, then oversight, and finally inspections.

Developments Related to Accounting Standards

One of the important changes made in accounting standards is to publish IFRS 16 Leases in 2018. The
objective of IFRS 16 is to report information that (a) faithfully represents lease transactions and (b)
provides a basis for users of financial statements to assess the amount, timing and uncertainty of cash
flows arising from leases. To meet that objective, a lessee should recognize assets and liabilities
arising from a lease. IFRS 16 introduces a single lessee accounting model and requires a lessee to
recognize assets and liabilities for all leases with a term of more than 12 months, unless the underlying
asset is of low value. A lessee is required to recognize a right-of-use asset representing its right to use
the underlying leased asset and a lease liability representing its obligation to make lease payments.
IFRS 16 replaces IAS 17 and effective from 1 January 2019, with earlier application permitted.

Another development is to publish The Revised Conceptual Framework for Financial Reporting in
2018. Amendments in measurement, presentation, disclosure and derecognition have been made, and
the definitions and criteria for including assets and liabilities in financial statements have been revised.
The Revised Conceptual Framework for Financial Reporting will be effective from 1 January 2020.

The next development in accounting standards is to publish IFRS 17 Insurance Contracts recently
which combines current measurement of the future cash flows with the recognition of profit over the
period that services are provided under the contract; presents insurance service results (including
presentation of insurance revenue) separately from insurance finance income or expenses; and requires
an entity to make an accounting policy choice of whether to recognize all insurance financial income
or expenses in profit or loss or to recognize some of that income or expenses in other comprehensive
income. It replaces IFRS 4 Insurance Contracts and effective from 1 January 2021.

The target under “the Presidency Annual Performance Plan 2019 (to publish Islamic accounting,
auditing and governance standards) was vested responsibility of POA. In this respect, a copyright
agreement was signed between POA and Accounting and Auditing Organization for Islamic Financial
Institutions (AAOIFI) for the aim to publish accounting, auditing and governance standards related to
Islamic Financial Institutions in Turkey. The objective is to enhance the comparability of financial
statements of Islamic Financial Institutions in Turkey and other countries and to provide fair presented
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financial statements. 8 draft accounting standards has been issued at POA’s website. It is planned to
publish these standards after public consultation.

Electronic Financial Reporting Project is another development. Financial statements and audit reports
are uploaded in a format type (e.g. pdf) which does not allow to make analyses and comparability.
Thereby, this information cannot red by computer software and thus it is hard to analyze and share the
audited financial information prepared in the commercial principals. In order to accomplish this aim
(uploading audited financial reports in a comparable format (e.g. Excel) to SBG) Electronic Financial
Reporting Project has been carried out. One type statement format (Excel) will be used for each
financial statement type prepared in accordance with TFRS or BOBI FRS. Now test phase (required
only for some audit firms) is in place; after the test phase, it will be obligatory for all audit firms.

Draft Chart of Accounts for TFRS and BOBI FRS is another project. Existing Chart of Accounts is not
enough to reach financial reports compliance with IFRSs. Thus, POA plans to set a Chart of Accounts
which allow entities to view their financial position and performance reliably and fairly. The Draft
Chart has been disclosed publicly and it is planned to publish the Chart in 2019.

Developments Related to Auditing Standards

As stated above, POA is also responsible for setting auditing standards (Turkish Auditing Standards —
TDS) that ensure the preparation and auditing of financial statements in compliance with international
standards set by IFAC. Besides, all projects carried out by IFAC are fallowed and published by POA
simultaneously. Revised standards are also fallowed and they are kept up-to-date by POA. The
auditor’s report is the key deliverable communicating the results of the audit process. Investors and
other financial statement users have asked for a more informative auditor’s report—in particular for
auditors to provide more relevant information to users. Thereby, enhanced auditor reporting is critical
to influencing the perceived value of the financial statement audit, and IFAC improved the auditing
standards based on public benefits of audit function and aimed to enhance reliability of financial
statements. By focusing on audit quality and sustainability of the convenience, it is aimed to
encourage the stronger interaction between users and auditors, enhance the knowledge of users related
to audit, and concentrate on enhancing professional skepticism. In the context of New Auditor’s
Reporting Project, 14 Standards (including standards numbered 700s related to reporting) were
revised.

Another project related to auditing standards is Other Information Project (ISA 720). Users of
financial statements pay more attention to non-financial information in order to get information about
assessment of management and to understand more complex areas in financial statements. In this
respect, IFAC revised ISA 720 for the purpose of reflecting the financial reporting context suitable for
audit. Thereby, material misstatements and inconsistencies would be disclosed in new audit reports. In
our country, the Turkish Commercial Code (TCC) requires independent auditing of annual report, and
auditors to conclude her/his audit in a separate auditor report by issuing an opinion about non-financial
information and other information. Accordingly, POA revised and published TAS 720 in 2018 by
adapting ISA 720 into auditing provisions of TCC.

The next development related to auditing standards is revision of the Code of Ethics. Since all projects
carried out by IFAC are fallowed and published by POA simultaneously, our primary aim is to publish
new Code of Ethics. We plan that it will take place in set of TDSs soon. The Code of Ethics’ format
has been changed and the fundamental changes are:

. The Code was written all over again with new codification.
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o The requirements and application paragraphs were separated to enhance understandability of
paragraphs of the Code.
. The Glossary part was revised by adding new terms.
o Emphasis on fundamental principles and independence was enhanced.
Those are included in new Code of Ethics:
o Important enlargement was done in the Conceptual Framework.
. Enlarged measures against threats were added.
o New provisions related to pressures on breach of fundamental principles were added.

Another development related to auditing standards is Revision of ISA 540 Auditing Accounting
Estimates and Related Disclosures. There are three main reasons why ISA 540 has been changed. The
first reason is that financial reporting frameworks requires complicated accounting estimates. In order
to respond to the rapidly evolving business environment because usage of these complicated estimates
has become common and fundamental part of financial statements. Secondly, those who
inspect/examine audits are more interested in audit quality related to accounting estimates, and
auditors are encouraged for more independence and professional skepticism in order to realize this
aim. Finally, it is aimed to accomplish the public benefit by increasing communication between
auditor and those charged with governance and transparency related to high estimation uncertainty.
IFAC has carried out a project related to ISA 540 and made important amendments.

As stated above, a copyright agreement was signed between POA and AAOIFI for the aim to publish
accounting, auditing and governance standards related to Islamic Financial Institutions in Turkey. The
objective is to enhance the comparability of financial statements of Islamic Financial Institutions in
Turkey and other countries and to provide fair presented financial statements. In order to enhance the
reliability of the financial statements issued by the Islamic Financial Institutions, they should be
audited in accordance with auditing standards set by AAOIFI. Department of Auditing Standards
works on publishing auditing and ethical standards set by AAOIFI, and it is planned to issue 5 auditing
standards and 1 ethical rules for public consultation soon.

As you know, information system auditing is also in the scope of independent audit according to TCC.
Accordingly, POA has prepared a draft standard related to information system auditing by regarding
the importance of information systems in financial reporting. POA has considered business structures
in Turkey and taken care of including parallel provisions with international practices. Moreover, it will
be an important step for financial reporting and independent audit field in Turkey because of auditors’
mission to guide entities related to improving entities’ information system to produce fair and relevant
information when auditing information systems.

Continuous Professional Development (CPD)

It is obligatory for auditors to meet the CPD requirement according to Independent Audit By-Law,
article 25. The objective is to maintain auditors’ professional competence and capabilities in a
sufficient level. They should fulfill that for annually and three-year cycle bases. Auditors are required
to demonstrate that they had undertaken sufficient appropriate and relevant CPD activities over the
three-year period. Those auditors who could not meet the CPD requirement cannot conduct any audit
without filling the gap resulting from not meeting this requirement. In this context, the Communique
regarding CPD was published in 2017. Following the publication, 18 informing meetings was held in
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14 provinces in Turkey with the participation of 4.100 individuals. 51 institutions (such as universities,
educational institutions, professional chambers, and NGOs) and their nearly 400 training programs
have been registered.

Oversight

Off-site oversight and monitoring activities were carried out by checking;

Engagements and audit reports whether notified timely,
Engagement teams,

Whether fulfilling rotation requirements,

Whether other services provided to engagement client,

Whether fulfilling statutory audit requirement.

Inspection

Audit files related to audits conducted by 62 audit firms and 10 auditors were inspected in 2018.
Moreover, 6 audit firms were inspected to understand information system-related risks. Detailed
analyses and assessments for 10 common findings and their related accounting issues got by the
inspections done in 2017 have been published at POA’s website in 2018.

Hasan GUL
Head of Auditing Standard Department
Public Oversight, Accounting and Auditing Standards Authority
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KEYNOTE SPEECH

Samet ARSLAN

Coordinator of International Relations, Public Oversight, Accounting and Auditing Standards
Authority of Turkey

INTRODUCTION

Distinguished Academics, Ladies and Gentlemen, it is a great honour for me to deliver, on behalf of
the Public Oversight, Accounting and Auditing Standards Authority, the KGK, a keynote speech at
this very important symposium. | would like to first congratulate the Uludag University and the
Association of Accounting and Finance Academicians for the excellent arrangements for this
symposium and for their hospitality. | also would like to thank the Organization Committee and the
Scientific Committee for supporting the organization of this symposium, and also would like to
recognize the great efforts of academics who have worked very hard to prepare for this symposium,
particularly in conceptualizing its substance.

Today, as requested by the organizers, let me first start with addressing the development of accounting
practices in Turkey within the historical perspective. Then, | will briefly mention the accounting
practices in Turkey in the current situation. Thirdly, | would like to dwell further on the application of
IFRSs in Turkey, specifically referring to the new Big4 standards; IFRS 9, IFRS 15, IFRS 16, IFRS 17
and the IFRS Taxonomy. At last, | will discuss the future of financial reporting in Turkey linking
together with the Projects initiated by the IASB and the KGK.

DEVELOPMENT OF ACCOUNTING PRACTICES IN
TURKEY

Ladies and Gentlemen, we live in a rapidly changing world. The world of business and finance looks
very different today compared with 45 years ago, when "Bursa Faculty of Economics and Social
Sciences" was established. Let me illustrate it with just a few examples.

45 years ago, in 1974, we hadn’t yet experienced the crises that have shaped today’s regulatory
landscape: the energy crisis following the OPEC oil price shock in the 70s, the Asian financial crisis of
the late 90s, Enron’s collapse in 2001 and the global financial crisis that unfolded after 2007.

Foreign direct investment (FDI) in 1974 stood at $20 billion. Today it is more than $2 trillion. Global
trade has expanded tremendously, surpassing GDP growth year by year.

A new technological revolution has greatly sped up the dissemination of information around the
world. In 1974, Ethernet was developed, which then became a popular way of connecting PCs and
other computers together — to enable them to share data, and devices such as printers. We now live in a
much more interconnected world where both trade and information-sharing across country-borders are
the norm.

Along with business and finance, accounting has developed at an unprecedented pace in the world and
in Turkey. Accounting legislation practices date back to the 1850s and the main legal regulations that
direct the accounting practices in Turkey set out in commercial codes and tax laws. The development
of accounting practices in Turkey is heavily influenced by the practices of a number of Western
countries as a result of the economic and political ties in a specific period.

The first legal requirement influencing accounting development in Turkey was the First Commercial
Code of 1850 which was adopted from the French Commercial Code and French practice. This Law
was a translation of the French Commercial Code and had a strong influence on the accounting
profession until the second commercial code.
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After the First World War and the establishment of the Turkish Republic, accounting practices were
influenced by the development of the second Commercial Code Law of 1926, which was largely
adopted from German Commercial law. The influence of German accounting endured until the 1960s
due to close ties between the two governments. After 1960, however, the accounting system shifted to
adoption of the US model of accounting.

In 1930, the accounting and auditing profession was recognized indirectly by the new Republican
State Law No. 1580. This situation lasted until 1942 when the Association of Expert Accountants and
Business Organizers was established to develop the accounting and auditing profession. Since 1940,
the Ministry of Finance (MOF) has been appointing public accountants in order to inspect and audit
the work of some of the large firms in major cities. The profession attempted to be legally recognized
as an independent profession through the tax procedures law of 1949, but that was not successful.

In 1949, the first taxation law was developed by an expert group of local accounting firms,
representing the overall accounting profession and having the expertise to handle the accounting issues
for taxation purposes. However, the Ministry of Finance (MOF) continued to control accounting and
auditing practices by the board of inspectors, account experts, and tax auditors.

In 1956, the Third Commercial Code of Turkey was passed. The Code assured the legitimacy of
transactions and a right of recognition of the accounting profession indirectly. In summary, the
accounting profession in Turkey was under statutory controls until 1974,

One of the milestones for professional accounting development was in 1974 when Turkey became a
member of the International Financial Reporting Standards (IFRS) committee.

Association of Expert Accountants and Business Organizers was the first Turkish civil society
association established in the area of accounting. This association was transformed into Expert
Accountants Association of Turkey (EAAT) in 1967. Having the support of the academics, this special
expertise association has played an important role in every development after on. After the translation
works, thirty-one International Accounting Standards (IASs) were published individually by the
Istanbul University Institute of Accounting and subsequently these were formatted as a book in 1977.
This attempt was Turkey’s first meeting with the IASs.

In 1981, capital market requirements, enforced by Law No. 2499, developed the necessary rules to
establish the Istanbul Stock Exchange (ISE), which started its operations in 1986. The Capital Market
Board (CMB), however, was established officially in 1989 and was authorized to be the official capital
market regulatory body in Turkey.

Again in 1989, TURMOB, which stands for the Union of Certified Public Accountants and Sworn-in
Certified Public Accountants of Turkey was formed by law 3568. This union was an official
association of the profession — with participation from the Chambers of Independent Accountants, the
Certified Public Accountants and the Sworn-in Certified Public Accountants.

Ministry of Finance has published a Communiqué of Accounting System Implementation in 1993, to
be effective from 1 January 1994. This Communiqué, prepared by the academics, is generally
consistent with the 4th Directive numbered which is arranging the accounting implementations in
European Union (EU). With this Communiqué, a perfect discipline has been composed for the
accounting implementations in Turkey.

The Turkish Accounting and Auditing Standards Board (TAASB), which issued 19 Accounting
Standards published by TURMOB until January 2002, was formed to develop a set of formal
accounting and auditing standards in February 1994. These standards were not widely used by Turkish
companies and could not have been implemented because traditional legislation concept of Turkey has
a tendency as forming and publishing this kind of implementations by the government.

The Turkish Accounting and Auditing Standards Board (TAASB) was renamed as the Turkish
Accounting Standard Board (TASB) in April 2002. The new standards issued by the Turkish
Accounting Standard Board (TASB) are substantially similar to the IFRSs.

The most important development about implementation IFRSs in Turkey is the fourth Turkish
Commercial Code, which made Turkish Accounting Standard Board (TASB) the only authority for
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accounting implementations, issued in 2011 and requirements regarding the financial statements came
into effect in 2013. Therefore, accounting practices must be evaluated within the framework of the
new Turkish Commercial Code.

In this context, in order to ensure more effective auditing and public oversight system, the KGK was
established in Turkey in 2011. The KGK is responsible for setting standards that ensure the
preparation and auditing of financial statements in compliance with international standards. The
establishment of KGK superseded the Turkish Accounting Standards Board and its regulations.

ACCOUNTING PRACTICES IN TURKEY (CURRENT
SITUATION)

The legal framework governing the establishment and application of accounting principles in Turkey
is mainly overseen under the authority of the KGK and the Ministry of Treasury and Finance.

Currently, there are different accounting principles for different size of entities in Turkey which are
Turkish Financial Reporting Standards (TFRSs), Financial Reporting Standard for Large and Medium
Sized Entities (BOBI FRS) and Communiqués of Accounting System Application and there is a strong
relationship between which financial reporting framework an entity will apply and whether it is
subject to audit.

IFRSs are incorporated into Turkish legislation as Turkish Financial Reporting Standards (TFRSs) by
the KGK and they are in full compliance with the IFRSs issued by the IASB. TFRSs are regularly
updated in accordance with the amendments made by the IASB with the effective dates as originally
pronounced by the IASB preserved.

KGK developed the Financial Reporting Standard for Large and Medium Sized Entities (BOBI FRS)
based on the requirements in the EU Accounting Directive, the IFRS for SMEs Standard, FRS 102 -
The Financial Reporting Standard applicable in the UK and Republic of Ireland- and local Turkish
GAAP (Communiqueés of Accounting System Application tax laws and regulations) and published it
in the Official Gazette on 29 July 2017. BOBI FRS was effective from the reporting periods beginning
on or after 1 January 2018. BOBI FRS is the financial reporting framework for entities, which are not
required to apply TFRSs but are within the scope of entities subject to audit. BOBI FRS was designed
to meet the financial reporting needs of large and medium-sized entities and is a standalone standard
with 27 sections and less than 240 pages. It provides a cost-effective way of financial reporting for
medium-sized entities and additional obligations were introduced for large-sized entities in line with
the "think small first" approach in the EU Accounting Directive.

Entities, which are not required to apply TFRSs or BOBI FRS are required to apply the Communiqués
of Accounting System Application. Those Communiqués have been published by the Ministry of
Finance in accordance with the European Union’s 4th Directive and 7th Directive.

In order to determine the set of financial reporting standards an entity is required or permitted to apply
in the year under question, one must check if the entity is subject to audit or not. If an entity is subject
to audit then in it required to apply TFRSs or BOBI FRS, if not it is required to apply Communiqués
of Accounting System Application.

Entities that are subject to audit are determined based on the criteria (balance sheet total, annual net
turnover and employee headcount) set by the Cabinet Decree (the Decree). According to the latest
Decree which was published in the Official Gazette on 26 March 2018, the criteria for audit have been
updated such as:

* Balance sheet total: 35 million TL or more,
» Annual net turnover: 70 million TL or more,

* The average number of employees: 175 or more.
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APPLICATION OF IFRS IN TURKEY

Ladies and Gentlemen, Distinguished Academics, most of you are familiar with the IFRS story. Since
2001, an ever-increasing number of jurisdictions have adopted IFRSs. In 2005, the European Union
led the first wave of jurisdictions adopting IFRS Standards. Today, 144 jurisdictions, which includes
fifteen of the G20 major economies, have adopted IFRS Standards.

There has been a continued progress in other parts of the world. Jurisdictions such as China, India and
Indonesia have achieved substantial convergence between their national accounting requirements and
IFRS Standards, although some differences remain. In Japan, companies have had the option to adopt
IFRS since 2012.

That leaves the United States as the only large jurisdiction where adoption has stalled. But even there,
IFRS plays an important role. More than 500 foreign companies listed in the US report using IFRS
Standards, with a total market capitalization of more than seven trillion dollars.

In summary, although the map of the world is not yet complete, IFRS has now become the de-facto
global language of financial reporting.

Turkey has also adopted IFRS Standards for the financial statements of all public interest entities
(PIEs). Entities whose securities are traded in a regulated market, intermediary institutions, and
portfolio management companies were permitted to use IFRS Standards as of 2003 voluntarily and
have been required to use IFRS Standards since 2005. Banks have been required to use IFRS
Standards since 2006. Financial lease companies, factoring companies and financing companies have
been required to use IFRS Standards since 2007. Insurance, reinsurance and pension companies have
been required to use IFRS Standards since 2008.

IFRSs are incorporated into laws and regulations as Turkish Accounting Standards (TASs) and
Turkish Financial Reporting Standards (TFRSs). These standards are fully compliant with the IFRSs
issued by the IASB, and they are published in the Official Gazette as communiques.

At present, we have a conceptual framework, 42 standards and 19 interpretations. As | mentioned
earlier, the big four standards—TFRS 9, 15, 16 and 17—are all issued.

TFRS 9 is the first of these Standards. The global financial crisis added urgency to IASB’s plans of
modernizing the financial instruments standard IAS 39. During the downturn, it became clear that
there was too much latitude for discretion in loan loss provisioning.

IASB set out to fix this problem by introducing a forward-looking, expected credit loss model. The
new Standard was issued in 2014 by the 1ASB and in 2016 by the KGK and came into effect last
year—so we’re now starting to see the impact it is having.

The transition for banks has been challenging but seems to have gone well. Overall, provisions have
increased in the world, but not significantly changed in our country—thanks to the strict requirements
of the Banking Regulation and Supervision Authority. We’re also starting to see the benefits of a
forward-looking loan loss provisioning model that requires banks to consider future events. A good
example of this is Brexit in the UK, where many banks are now disclosing loan loss provisions against
the risk of a disorderly Brexit.

Next on the roster is IFRS 15 Revenue from Contracts with Customers. Most people felt the old IFRS
requirements on revenue recognition lacked sufficient detail, while revenue recognition under various
US GAAP standards was too detailed and conflicting in certain areas. That’s why IASB worked with
the FASB (the US standard setter) to develop an entirely new, converged standard. Our version of that
is TFRS 15, and the new standard also came into effect last year.

The good news is that IFRS 15 seems to be working well. According to a recent Big4 accounting firm
survey of US CFOs and CIOs, 94% felt that, over the long term, revenue recognition changes will
deliver a value return that will exceed the investment they will make, up from 62% last year
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I should note that this is a US survey of attitudes towards the US revenue standard, but that is virtually
identical to IFRS 15 as well as TFRS 15, and is consistent with feedback reported from elsewhere in
the world.

Next standard is TFRS 16 Leases. The old leases standard had a somewhat arbitrary distinction
between finance leases recorded on the balance sheet and operating leases that were not. At the time
IASB issued IFRS 16, listed companies around the world were estimated to have around 3.3 trillion
US dollars of lease liabilities, with around 85% of those being operating leases and therefore not
recorded on the balance sheet.

TFRS 16 fixes these problems by bringing all leases onto the balance sheet, and by matching it with a
corresponding ‘right to use’ asset. The new standard has only been in place for a matter of months, and
some striking outcomes have been reported. In the UK, for example, analysis published last February
showed that the UK’s top 350 listed companies alone will disclose an additional £180 billion of
leasing liabilities that will now be fully visible to investors.

Finally, we have TFRS 17—the new insurance contracts standard. It has been a long time coming, but
it can’t come into effect soon enough. Before the IFRS 17, the insurance sector was an outlier because
there was no proper international standard for insurance contracts. Pretty much anything went, which
meant the same transactions were being accounted for differently, by different companies in different
jurisdictions. For example, IASB’s analysis of discount rates used by life insurers showed that 43%
used current rates, 35% used historic rates and 22% used a mix of the two.

TFRS 17 fixes this by requiring all insurance contracts to be accounted for in a consistent manner,
benefiting both investors and insurance companies. Insurance obligations will be accounted for using
current values—instead of historical cost. The information will be updated regularly, providing more
useful information to users of financial statements.

Moreover, TFRS 17 will contribute towards long-term financial stability; for example, by requiring
that losses embedded in onerous contracts are recognized immediately, instead of the current practice
where contracts with losses can disappear by being bundled together with profitable contracts.

By the way, IASB has proposed a one-year extension to 2022 for the effective date of IFRS 17, and
they are also looking to make some targeted adjustments to the standard. IFRS 17 will be seen as the
gold standard for insurance accounting internationally and I strongly hope that Turkey will also decide
to reap the benefits of this standard.

Distinguished Academics, Ladies and Gentlemen, technology affects everybody. The number of
people with access to the internet is climbing towards 4 billion. This changes the way we act and
interact. It brings a wealth of opportunities. It also makes some activities redundant.

Investors increasingly consume financial information electronically. Our job is to make it easy for
them to access TFRS data electronically. We do that by developing a TFRS Taxonomy. We first
published it in June 2016 by the name of 2016 TFRS Taxonomy. Every year it is amended by the
needs of financial statement users.

For those unfamiliar with the term, taxonomy is a system for classifying something. It allows
information to be structured. The IFRS Taxonomy is a classification system for IFRS reporting. It
consists of elements that companies use to tag the information in their financial statements. This
enables users to identify and extract the information they are interested in. It helps investors and others
get timely and cost-effective access to accurate information in an electronic format. It enables them to
create customized reports to meet their specific needs and facilitates analysis.

FUTURE OF FINANCIAL REPORTING

As you may already hear, the IASB decided that their focus for the next five years should be on
encouraging and enabling the use of financial statements as a means of communication rather than as a
compliance exercise. They want companies to view financial statements as important communication
tools between themselves and investors rather than resorting to other means of communication.
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Long story short, the IASB have spent years working on improving how items are recognized and
measured in financial statements. Their focus has now shifted to considering how that information is
communicated. They call this the “Better Communication Initiative”.

There are essentially three parts of this initiative. First, the Primary Financial Statements project,
which is largely focused on improving performance reporting - deciding what performance metrics
should be allowed or required on the face of the income statement. Currently, the IFRS income
statement is relatively form-free. The IASB defined Revenue and Profit or Loss but not all that much
in between. The KGK has already solved this problem by issuing the financial statement formats in
2013.

Second, the IASB is looking at ways of improving the effectiveness of the disclosures included in
financial statements. As part of this, they have recently published two documents. One of these was a
case study report that describes the improvements some companies have made in communicating
information in the notes to their IFRS financial statements. The aim of this publication was to show
the improvements possible using existing IFRSs and to inspire companies to take a step back and think
about how they can make their financial statements easier to consume for their investor customers.
They also published a non-mandatory practice statement that contains practical information about the
application of the concept of materiality in preparing financial statements. This is because they often
received feedbacks regarding one of the barriers to good disclosure is the poor application of the
concept of materiality.

The third part of work in the “Better Communication Initiative” is enabling companies to tag their
financial statements electronically by continuing to develop IFRS Taxonomy. As | will mention later
in this speech, KGK has already initiated the Electronic Financial Reporting Project in respect thereof.

Now, let me give you some brief information about the projects initiated by the KGK.
The Transition from Tax Accounting to Financial Accounting and the New Chart of Accounts

As you already know, tax accounting has guided our accounting practices for many years. Financial
statements are prepared to obtain taxable profit rather than accounting profit. The financial statements
prepared in accordance with the tax legislation are inadequate to reflect the real situation of the
companies, thus leading the managers, shareholders and related third parties to make non-economic
decisions. Moreover, the conversion of tax purpose financial statements imposes a significant
transaction cost on the economy. Also, the lack of adequate clarity and transparency in the tax purpose
financial statements adversely affects the investment environment. For these reasons, it is very
important to move to an accounting practice that will fulfil all the objectives expected from
accounting. To this end, efforts are underway to establish such an accounting system to prepare
commercial books in accordance with TFRS or BOBI FRS. Thus, it is aimed to ensure that the
financial statements will serve the purpose of providing a fair, relevant and comparable presentation.

Financial Reporting Standard for Small and Micro Sized Entities (KUMI FRS)

As | mentioned earlier in my speech, small and micro entities are currently applying General
Communiques of Accounting System Application. Those Communiqués have been published by the
Ministry of Finance in accordance with the European Union’s 4th Directive and 7th Directive. After
the revision of the EU Accounting Directive, a need for a new reporting standard regarding the small
and micro entities has aroused. KGK is currently developing the Financial Reporting Standard for
Small and Micro Sized Entities (KUMI FRS) based on the requirements in the EU Accounting
Directive, the IFRS for SMEs Standard, FRS 105 -the Financial Reporting Standard applicable in the
UK and Republic of Ireland, General Communiques for Accounting System Application, Tax
Procedure Law No 213 and other countries’ best practices.

After completion, the KUMI FRS will be in full compliance with the EU Accounting Directive and in
line with the «Think Small First» approach in this Directive. It will be a mostly cost-based standard,
and only the Statement of Financial Position and the Statement of Profit or Loss will be presented by
the entities with a minimum requirement of notes. Illustrative financial statement and Glossary of
Terms will be included in the Annexes. KUMI FRS will also take into account the tax regulations and
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it will have a simple and understandable language. KGK is planning to issue this standard within this
year.

Accounting and Auditing Standards for Islamic Financial Institutions

Various studies are carried out in the international field regarding the accounting of Islamic financial
instruments and transactions. In this context, an agreement was signed between Accounting and
Auditing Organization for Islamic Financial Institutions (AAOIFI) and KGK on 27 September 2017 to
ensure that the accounting, auditing, ethics and governance standards published by AAOIFI were
translated into Turkish and placed into Turkish legislation. In this way, it is aimed to increase the
quality of financial transactions related to the Islamic financial sector and to raise awareness about
these transactions by contributing to the development of the Islamic financial sector in our country.

The Electronic Financial Reporting Project

At last but not least, the Electronic Financial Reporting (EFR) Project was initiated for the purpose of
analyzing the financial statements of companies that subject to statutory auditing. Although these
companies constitute approximately 1% of all corporations operating in our country, they constitute
approximately 85% of the total assets and approximately 65% of the net sales revenue of all
corporations. For this reason, the financial information of the companies which prepared according to
the accounting purposes will be suitable for analysis by the help of EFR Project.

The system within the scope of the EFR Project has been developed for the use of the worldwide
accepted XML in the area of business and financial reporting. In this context, the reporting language,
which aims to prepare, present and exchange business and financial information, is designed in
accordance with the infrastructure of the XBRL. Each item of the financial statements that will be
uploaded to the system in Excel format will be matched with the XBRL elements defined on the
system. Hence, the data obtained from the financial statements will be suitable for analysis.

CONCLUSION

To wrap up, let me briefly restate the main points in my speech. We first started with the development
of accounting practices in Turkey. Then, moved to the accounting practices in Turkey at present. After
that, talked about the application of IFRSs in Turkey, emphasizing the new standards and the IFRS
Taxonomy. And finished with the future of financial reporting in Turkey linking together with the
Projects initiated by the IASB and the KGK.

Thank you very much for your kind attention and | trust that the sessions in this symposium will
enrich and equip us with the useful information we can use when we go back to our respective cities
and countries.

Thank you.
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Ss. Cyril and Methodius University in Skopje, Institute of Economics

CONTEMPORARY TRENDS IN THE GLOBAL ECONOMY
INFLUENCED BY FINANCIAL FLOWS AND CRISIS

Global economy has dramatically changed in the last decade after disturbances caused by
world financial crisis in 2008.But, we head (trgnuvame) into 2019 in a fairly optimistic mood.
The current global economic upswing (polet) is more broadly (potpolno) based than any other
since the global financial crisis. World GDP growth accelerating from 2.9% (in 2017) to 3.2%
in 2018. This would mark the best year for the world economy since the rebound from the
global financial crisis began.

There are four key reasons why 2018 was a good year globally: strong trade growth; muted
(prigushena) inflation keeping monetary policy under control; emerging markets staying
robust; and general economic resilience to political uncertainty.

For financial markets and investors, broad-based global growth promises well for global
corporate earnings. Extended earnings cycles should, in turn, support valuations at expensive
levels while helping under-performers catch up.

The 2008 financial crisis showed inadequacies in the rules we need for a stable and
prosperous global economy. After a long period of stagnation, the world economy is finally
strengthening. In 2018, global economic growth approached 3.2 per cent — the highest rate
since 2011. Current macroeconomic conditions offer policymakers greater scope to address
some of the deep- rooted systemic issues and short-term thinking that continue to progress
towards the Sustainable Development Goals. But, many cyclical and long-term risks and
challenges still persist. In other hand in many parts of the world, conditions have been
improved to support the significant investment necessary for delivering the goods and
services in line with growing population needs. New global policies are oriented towards
longer-term issues, such as rehabilitating and protecting the environment, making economic
growth more inclusive and tackling (spravuvanje) institutional obstacles to development. The
fundamental drivers of growth and sustainability are: Investments in areas such as education,
healthcare, resilience to climate change and building financial and digital inclusion, supports
economic growth and job creation in the short-term and promotes long-term sustainable
development.

Prospects for Global Macroeconomic Development

The last decade has been interrupted by a series of broad-based economic crises and negative
shocks, starting with the global financial crisis of 2008-2009, followed by the European debt
crisis of 2010-2012 and the global commodity price readjustments of 2014-2016. As these
crises decrease, the world economy has strengthened, offering greater scope to reorient policy
towards longer-term issues that hold back (go zadrzuvaat) progress along the economic, social
and environmental dimensions of sustainable development. In 2017, global economic growth
have reached 2.9 per cent, a significant acceleration compared to growth of just 2.4 per cent in
2016, which is the highest rate of global growth recorded since 2011. Labour market
indicators continue to improve in a broad spectrum of countries, and roughly two-thirds of
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countries worldwide experienced stronger growth in 2017 than in the previous year. At the
global level, growth is expected to remain steady at 3.0 per cent in 2018 and 2019.

Stronger economic activity has not been shared equally across countries and regions The
recent acceleration in world gross product growth stems (proizleguva) predominantly from
securer growth in several developed economies. East and South Asia remain the world’s most
dynamic regions. They accounted for nearly half of global growth, as both regions continue to
expand at a rapid pace (dinamika). The Chinese economy alone contributed about one-third of
global growth during the year.

Cyclical improvements in Argentina, Brazil, Nigeria and the Russian Federation, as these
economies emerge (se pojavuva, isplivuva) from recession, also make roughly a third of the
rise in the rate of global growth between 2016 and 2017. But recent economic gains
(prednosti) remain unevenly (neednakvo) distributed across countries and regions, and many
parts of the world have yet to regain (povtorno da steknat) a healthy rate of growth.
Economic prospects for many commodity exporters remain challenging, underscoring
(istaknuvajkija) the vulnerability to boom (zauspon) in countries that are overly dependent on
a small number of natural resources. Moreover, the longer-term potential of the global
economy carries a scar from the extended period of weak investment and low productivity
growth that followed the global financial crisis. The moderate recovery in the price of oil
from the lows seen in early 2016 has brought some relief to oil-exporting countries. However,
given that oil prices stand at roughly half of their average level in the period 2011- 2014,
growth prospects (planovi) of the oil exporters will remain subdued (podredeni) over the
forecast horizon, reinforcing the need for economic diversification. Economic prospects for
many commodity exporters remain challenging, reinforcing the need for economic
diversification

Next Important Issue Is Improvement of Investment Conditions

Investment conditions have improved, but elevated policy uncertainty and rising
(rastecki) levels of debt may prevent a more widespread investment rebounds
(otskoknuva)

Conditions for investment have generally improved, amid (among): low financial volatility,
(nestabilnost), reduced banking sector fragilities, recovery in some commodity sectors and a
more solid global macroeconomic outlook. Financing costs generally remain low, and spreads
have narrowed in many emerging markets, reflecting a decline in risk premiums. This has
supported rising capital flows to emerging markets, including a rise in cross-border lending,
and stronger credit growth in both developed and developing economies. Improved conditions
have supported a modest revival in productive investment in some large economies. Gross
fixed capital formation (bruto investicii vo fiksen capital) accounted (iznesuva) for roughly 60
per cent of the acceleration in global economic activity in 2017. This improvement is relative
to a very low starting point, following two years of exceptionally weak investment growth. A
stronger and more broad-based rebound in investment activity, which is needed to support
stronger productivity growth and accelerate progress towards the Sustainable Development
Goals, may be deterred (zadrzan) by: 1l.elevated levels of trade policy uncertainty,
2.considerable uncertainties regarding the impact of balance sheet adjustment in major central
banks, as well as 3. rising debt and a build-up of long-term financial fragilities.

Next Important Issue Is Rebound in World Trade

Rebound in World Trade Could Face a Setback (Barrier) If Protectionist Tendencies
Increase

Global trade rebounded in 2017.
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In the first eight months of the year, world merchandise trade grew at its fastest pace in the
post-crisis period. The rebound springs predominantly from stronger import demand in East
Asia, as domestic demand picked up in the region, supported by accommodative policy
measures. In several major developed economies, imports of capital goods have rebounded, as
firms respond to improving conditions for investment. Recent course adjustments in major
trade relationships, such as: 1. the United Kingdom of Great Britain and Northern Ireland’s
decision to withdraw from the European Union and 2. the United States of America’s
decisions to renegotiate the North American Free Trade Agreement and to reassess the terms
of its other existing trade agreements, have raised concerns over a potential escalation in trade
barriers and disputes. These could be amplified (podobreno) if met by retaliatory measures by
other countries. An increasingly restrictive trade environment may hinder (delay) medium-
term growth prospects, given the mutually reinforcing (pojacuvanje) linkages between trade,
investment and productivity growth. In this regard, policies should focus on upholding and
revitalizing multilateral trade cooperation, emphasizing the possible benefits from trade in
services.

Progress towards Sustainable Development Is Without Any Doubt Significant Issue

The uneven pace (neuednacenoto tempo) of global economic recovery continues to jeopardize
prospects (planovite) for achieving the Sustainable Development Goals (SDGs). While the
overall growth prospects of the global economy may have improved, forecasts for a few
regions, including some of the world’s poorest countries, have been revised downward. Many
of these countries have even suffered (trpat) setbacks (prepreki, zastoi) in progress towards
the Sustainable Development Goals, as GDP per capita declined in four major developing
regions in 2016 - Central, Southern and West Africa, Western Asia, and Latin America and
the Caribbean and the forecast for 2018-2019 stay the same. These regions combined are
home to nearly 20 per cent of the global population, and more than one-third of those living in
extreme poverty. This pushes the targets of eliminating poverty and creating decent jobs for
all, and poses risks to many of the other Sustainable Development Goals.

According to ILO estimates, there are around 200 million people unemployed in 2017. While
the global unemployment rate is expected to remain stable in 2018, as the labour force
expands in line with demographic developments and participation, the level of global
unemployment may rise further. Women are more likely to be unemployed than men, and
face significant obstacles to participation in the labour market. Youth are around three times
as likely as adults to be unemployed (United Nations, Economic and Social Council, 2017).

Failure to address these issues may leave a quarter of the population of Africa in extreme
poverty by 2030.

Supporting growth in LDCs (last developed countries) requires both financial resources
and progress towards addressing institutional deficiencies (nedostatoci) and security
concerns

Last developing countries in East Asia include: Cambodia, the Lao People’s Democratic
Republic and Myanmar with growth rates forecast to be slightly above 7 per cent in 2018—
2019, mainly as a result of export growth and infrastructure projects. In Africa, the fastest
pace of growth is in countries in the eastern region, including Djibouti, Ethiopia, Rwanda and
the United Republic of Tanzania, supported by infrastructure investments, resilient services
sectors and the recovery of agricultural production. Senegal in West Africa has joined this
group, spurred by greater competitiveness, progress in structural reforms and favourable
external conditions, such as positive terms of trade, favourable climatic conditions and a
stable security environment.
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Very few of the least developed countries (LDCs) are expected to reach the Sustainable
Development Goal target for GDP growth of “at least 7 per cent” in the near term.
Approaching (priblizuvanjeto) this target will require higher levels of investment in many of
these countries. Mobilizing necessary financial resources may be approached through various
combinations of domestic and international, public and private sources of finance. Second
condition that should be reach is more rapid progress in overcome some institutional
deficiencies, inadequate infrastructure, high levels of exposure to weather-related shocks and
natural disasters, as well as challenges related to security and political uncertainty. These
barriers must be removed to ensure that available finance is channeled efficiently towards
productive investment.

Accelerated economic growth increases need to consider links to environmental
sustainability, which is one of the significant goals.

The acceleration in economic growth also bears an environmental cost. The frequency of
weather-related shocks continues to increase, highlighting the urgent need to build resilience
(fleksibilnost, elasticnost) against climate change. While the level of global energy-related
carbon emissions remained flat between 2013 and 2016, the return to stronger GDP growth is
likely to result in higher emission levels. International shipping and aviation emissions do not
fall under the purview (delokrug, opseg) of the Paris Agreement, and emissions from these
two sectors have grown faster than those from road transport over the past 25 years, and have
continued to rise since 2013. While air pollution measures have been strengthened in both
shipping and aviation industries, it is not clear that current policies will be sufficient to reduce
emissions to levels consistent with the objectives of the Paris Agreement.

Transition towards Sustainable Energy Remains Gradual (Postepen, Slow)

Transition towards sustainable energy is advancing at a gradual pace (tempo). Renewables
account (iznesuvvat) for more than half of all recently installed power capacity, but still
provide only about 11 per cent of global power generation. China remains the world’s biggest
investor in renewables, and renewable investment in 2017 have been supported by massive
wind projects in Australia, China, Germany, Mexico, the United Kingdom and the United
States. At a time when many countries, notably (znacajno) in Africa, continue to suffer from
severe shortages of energy supply, there is enormous potential to lay (da se polozi) the basis
of environmentally sustainable growth in the future through smart policies and investments
today.

Uncertainties and Risks

Economic prospects remain vulnerable to changes in: 1. trade policy, 2. Asudden
(nagloto) deterioration (vloshuvanje) inglobalfinancial conditions and 3.rising
geopolitical tensions

While many of the overhanging (visat) fragilities from the global financial crisis have been
reduced, a number of uncertainties and risks loom (se naziraat) on the horizon. Elevated levels
of policy uncertainty continue to cloud prospects for world trade, development aid, migration
and climate targets, and may delay a more broad-based rebound in global investment and
productivity. Rising geopolitical tensions could intensify a tendency towards more unilateral
and isolationist policies. The prolonged period of abundant (obilna) global liquidity and low
borrowing costs has contributed to a further rise in global debt levels and a build-up of
financial imbalances. It is also linked to the current high levels of asset prices, which suggest
an under-pricing of risk. Many developing economies—especially those with more open
capital markets— remain vulnerable to disable risk aversion, a disorderly (nejasno)
tightening (steganje) of global liquidity conditions, and sudden (naglo) capital withdrawal.
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Central banks in developed economies are currently operating in largely unchartered (ne
trasirana) territory, with no historical precedent as guidance. This makes any adjustment of
financial markets less predictable than during previous recoveries and increases the risks
associated with policy errors.

Policy Challenges and the Way Forward

Synchronized upturn (napredok) among major economies, stable financial market
conditions and the absence of major negative shocks offer opportunities to reorient
policy

While a number of risks and uncertainties remain, what stands out in the current economic
environment is the alignment (poramnuvanje) of the economic cycle among major economies,
stability in financial market conditions and the absence of negative shocks such as commodity
price disturbances. As conditions for more widespread global economic stability solidify
(zajaknuvaat), the need to focus policy actions on economic crisis consequences and short-
term macroeconomic stabilization has reduced. Coupled (spoeno) with improving investment
conditions, this creates greater scope to reorient policy towards long-term issues, such as
strengthening the environmental quality of economic growth, making it more inclusive, and
tackling institutional deficiencies that delay development. Reorienting policy to address these
challenges and maximizing co-benefits between development objectives can generate stronger
investment, higher job creation and more sustainable mid-term economic growth. Current
investment in areas such as education, healthcare, building resilience to climate change,
improving the quality of institutions, and building financial and digital inclusion, will support
economic growth and job creation in the short-term. It will also accelerate progress towards
social and environmental goals and raise the longer-term potential for sustainable growth.

Policy reorientation should encompass four concrete areas: increasing economic
diversification, reducing inequality, strengthening financial architecture and tackling
institutional deficiencies

Policymakers should use the current macroeconomic background to focus on four concrete
areas. First, the long-standing need for economic diversification in countries that remain
heavily dependent on a few basic commodities cannot be overstated (prenaglasena, preterana).
The heavy economic costs related to recent commodity price realignments proves the point. 2.
Stemming and redressing the rise in inequality is also crucial for ensuring balanced and
sustainable growth going forward. This requires a combination of short-term policies to raise
living standards among the most deprived, and longer-term policies that address inequalities
in opportunity, such as investment in early childhood development, broadening access to
healthcare and education, and investment in rural roads and electrification. A third crucial
area is realigning the global financial architecture with the 2030 Agenda for Sustainable
Development and the Addis Ababa Action Agenda. This requires creating a new framework
for sustainable finance and shifting gradually from the current focus on short-term profit
towards a target of long-term value creation, in a socially and environmentally responsible
manner. Macroprudential policies, well coordinated with monetary, fiscal and foreign
exchange policies, can support these goals by promoting financial stability and containing the
build-up of financial risks. 4. Finally, weak governance and political instability remain
fundamental obstacles to achieving the 2030 Agenda for Sustainable Development. At the
same time, stronger global economic growth can do little on its own to help those afflicted
(pogodeni) by conflict situations, where there is little scope for meaningful progress towards
sustainable development. Policy priorities must include redoubling efforts to support conflict
prevention and resolution and tackling the institutional deficiencies underpinning many of
these obstacles.
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THE DIFFERENCES BETWEEN FRS AND TMS
COMPARISON AND ACCOUNTING ON FINANCIAL
LEASING TRANSACTIONS IN TURKEY

Murat KARAHAN?Y, Arzu Buse AYVALIOGLU?

Asst. Prof. Dr, Gaziantep University, karahan@gantep.edu.tr
2Fin. Ser. Spec., Gaziantep University, arzumm59@hotmail.com

Abstract: The acceleration of financial leasing transactions on a global scale was realized after the
crisis in 2008. In the context of research and written reports by different countries in which each
country or region has different characteristics in terms of financial leasing operations. Although
financial leasing transactions are dependent on many different actors, increasing transaction volume
which becomes more important is primarily used in sectors related to real estate and construction and
construction machinery. In this study, it is aimed to reveal structural adjustment and differences,
accounting and also evaluation of tax transactions by giving place to the development of leasing
transactions and using the comparative method between Turkey Accounting Standards/TAS and LMSE
FRS analysis in Turkey.

Keywords: Financial Leasing Transactions, TAS 17, LMSE FRS
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BRAND VALUE AND ITS RECOGNITION
ACCORDING TO TAS 38
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Abstract: Regulations and changes that occurred with globalization have also impacted the
accounting and reporting systems of the countries. Correspondingly, harmonization with the
International Accounting Standards has been taking place in terms of the European Union
harmonization process in our country. Today, intangible assets are regarded as a quite important
asset item and are important for companies to continue their success. It is known that intangible assets
constitute a large portion of firm values. One of the important issues in the concept of intangible
assets is the brand. Because it reflects the market power of a brand and its competitiveness as well,
brand value has been regarded as a quite important issue recently. In whichever sector companies
operate, brand value constitutes the most important active assets. In this context, the purpose of this
study was to examine the valuation and recognition of any brand in accordance with TAS 38
Intangible Assets Standard in a theoretical framework using examples. In conclusion; according to
TAS 38, the values that are created within the enterprises are not recognized as intangible assets, and
only brand values that are acquired or taken over can be shown in balance sheets.

Keywords: Brand Value, Brand Valuation, TAS 38, Recognition.

INTRODUCTION

Intangible assets have become very important for enterprises in recent years. Such assets play an
important role in the expansion of enterprises and constitute a portion of the firm value. The brand is
one of the important issues in the concept of intangible assets.

A brand is a name or symbol that is used to distinguish a product or service from its competitors’
products or services (Seetharaman et al., 2001: 243). The competitiveness issue of the new economic
order is not the ability to produce, but branding. People prefer brands in order to exhibit their
lifestyles, interests, values, and economic powers (Kapfferer, 1992: 214).

There is a contradiction in terms regarding the concept of brand value in both national literature and
studies translated from the international literature into our language. In the studies on brand value,
there are two different concepts that sometimes substitute each other. These are the concepts of “brand
value” and “brand equity.” These concepts have different meanings although they were considered
equal to each other (Zor and Kandil Goker, 2015:53). The concept of “brand value” is used for the
brand value that is determined in terms of financial approach in the literature. Brand value in this sense
is similar to the concept of “value in use,” which is used in financial accounting. A value in use can be
defined as the increasing enterprise value that is comprised of personal assets originating from the
characteristics of the enterprise in managing its assets. Similarly, the increasing cumulative returns and
cash flows that the brand value creates are also indicators of increasing enterprise value (Barth and
Landsman, 1995:98). From a financial perspective, brand value can be stated as the incremental cash
flows which accrue to branded products over unbranded products (Simon and Sullivan, 1993:29),
which provide additional value to the enterprise or its partners (Aypek and Ban, 2002:331). From the
marketing perspective, brand equity is the additional value that the positive impressions that a strong
brand name and symbol create in the minds of consumers contribute to the product and the consumers.
This value is to make the value of the product and the enterprise in the market more valuable than the
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assets of that enterprise owing to the positive impressions. Brand equity is the set of values that the
brand name/symbol of an enterprise has added to the product/service and the elements that constitute
the brand equity are; brand name awareness, brand loyalty, perceived quality, and brand association
(Aaker, 1991:15-18).

The discussions on brand valuation have emerged in the 1980s in the United Kingdom and the
cornerstone of these discussions has been the valuation of the brand equities of the companies
affiliated to RHM and their reporting in financial statements after a food company named Goodman
Fielder Wattie (GFW) wanted to take over Ranks Hovis McDougall (RHM), which were operating in
the same sector, in the UK in 1988. The company RHM, by this way, tried to show that the company
had very valuable brands, however, its value in the stock market is low, and therefore, the company
GFW should not have predicated on its stockmarket value. In this way, the company RHM evaded
from being taken over by GFW (Ozkan and Terzi, 2012:88). The concept of brand equity, which was
developed in the 1980s and gained importance in the 1990s, is described as the perception of a brand
as an asset that can be realized from a managerial perspective (Cakirer, 2018:30).

Although different classifications are made in the literature regarding the financial methods used to
determine brand value, it is possible to classify these methods under four main titles: Cost-based,
market-based, capital markets-based, and income-based approaches (Oztiirk, 2008:27-28). The
applications to determine the monetary values of brands have raised the question of how to calculate
the brand values the most accurately. Many valuation methods were developed on brand valuation.
However, the fact that it is difficult to measure the effects that a brand creates as an intangible asset
and the enterprises and the sectors having the brands have very different characteristics have impeded
the development of methods that would give reliable results. The methods that are used currently rely
on many subjective assumptions and can produce very different results from each other. For example,
the value of the same brand can be determined in different values (figures) through different valuation
methods (Cakirer, 2018:30-31).

In many balance sheets, there are not any figures regarding the intangible assets of the enterprises.
However, in some enterprises, intangible assets are considered as a very important asset item. The
importance and frequency of use of this account group is increasing in line with the technological
developments. Especially in the companies that are named the new economics companies and produce
information technologies and the companies that have realized their branding processes, the market
values of the companies and the book values of their equities may differ significantly. Although these
differences are explained in various ways and have been introduced into the world of science under the
name of "Intellectual Capital,” they cannot be explained in this context wholly. However, this makes it
more important to create the group of intangible assets more carefully, in this context to determine
which assets are to be included, and how the entry and exit times will be determined in order for the
balance sheets of the enterprises to become more meaningful, and TAS 38 Intangible Assets Standard
provides explanations for such issues (Orten et al., 2017:553). The intangible assets were regulated in
TAS 38 in the Turkish Accounting Standards (TAS) in compliance with the International Accounting
Standards. In this context, the purpose of this study was to examine the valuation and recognition of
any brand in accordance with TAS 38 Intangible Assets Standard in a theoretical framework using
examples. The study was limited with only the provisions of TAS 38 regarding the recognition of
brand value.

METHOD

This study is a qualitative study (field research) as it examines the brand value and the theoretical
framework regarding the valuation and recognition of any brand using examples in terms of TAS 38
the Intangible Assets Standard. Qualitative research is a type of research that is used widely in
especially social sciences besides many academic disciplines and aims to explore the relevant subject
in detail and depth. The meanings of qualitative research and field research are very similar to each
other and intertwined (Guler et al., 2015:4). Because of this, the concepts of qualitative research and
field research can be used interchangeably.



V. International Symposium on Accounting and Finance

ISAF 2019
FINDINGS

TAS 38 the Intangible Assets Standard examines the brand in two ways. The first one is according to
the fact that brand value is created in the enterprise, and the second one is according to the fact that
brand value originates from a merger or takeover of an enterprise. The brand value of intangible assets
can be shown in the balance sheet by recognizing according to the TAS 38 if the fair value is reached
in case of a merger or an acquisition. However, the brand value that is created in the enterprise cannot
be shown as an asset in the balance sheets in terms of the current regulations and it can only be
recognized as an expense.

CONCLUSION

In conclusion; according to the TAS 38, the brands that are created in an enterprise, cannot be
recognized as intangible assets. Within the frame of the TAS 38, only the brand values that were
acquired or taken over can be shown in the balance sheets. In other words, in order for the brand value
to be shown in the balance sheets, the brand should be acquired only with a merger and/or acquisition
of an enterprise. Although there are many methods in the literature regarding the brand valuation, as
brand value does not have tangible criteria that can be measured objectively, the brands that the
enterprises have created in themselves and/or have been using since their establishments cannot be
shown in the balance sheets.
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ACCOUNTING OF LICENSING UNDER IFRS 15: A
RESEARCH ON SOFTWARE INDUSTRY

Yildiz Ozerhan®, Banu Sultanoglu?

 Prof. Dr. Ankara Haci Bayram Veli Univ., FEAS, yildiz.ozerhan@hbv.edu.tr
2Dr., Bilkent University, Faculty of Business, sbanu@Dbilkent.edu.tr

Abstract: International Accounting Standards Board issued “IFRS 15 Revenue from Contracts with
Customers” on 24 May 2014 and put it into practice as of 1 January 2018. The Public Oversight
Accounting and Auditing Standards Authority published the Standard in the Official Gazette dated 9
September 2016 and numbered 29826 to be effective for the periods starting after 31.12.2017. TFRS
15 replaces both TAS 18 “Revenue” and TAS 11 “Construction Contracts” and requires the entities
to implement five-stage revenue model for determining the timing and the amount of the revenue to be
recognized. In this study, the principles regarding the accounting of licensing under TFRS 15 are
explained and then the effects of this new Standard on the financial statements and the extent of the
disclosures are assessed for the companies in the software industry traded in Borsa Istanbul
comparatively with those traded in European and US Stock Exchanges. The findings revealed that,
TFRS 15 did not cause significant changes for the Turkish companies due to the nature of their
businesses that are subject to single contracts. The companies traded in the European and American
Stock Exchanges, on the other hand were affected by the new Standard and those effects are disclosed
extensively in their footnotes with their numerical effects.

Key Words: Revenue, IFRS 15, TFRS 15, Software Sector, Licensing.
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REPORTING OF NON-CURRENT ASSETS HELD FOR SALE
AND DISCONTINUED OPERATIONS WITHIN THE SCOPE
OF TFRS 5 AND A RESEARCH ON BIST 100
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alpaytac@uludag.edu.tr

2 Prof., Bursa Uludag University, Faculty of Economics and Administrative Sciences,
umitgucenme@uludag.edu.tr

ABSTRACT: Companies that operate in the Borsa Istanbul (Istanbul Stock Exchange) has been made
their reporting within the scope of Turkish Accounting/Turkish Financial Reporting Standards
(TAS/TFRS) since 2005. In this study, the characteristics of the reporting within the scope of TFRS 5
Non-current Assets Held for Sale and Discontinued Operations are explained and it is aimed to
determine the current situation regarding the application of these standard requirements of the
companies within the Borsa Istanbul 100 (BIST 100) Index. In this context, 15 companies are
determined which announces discounted operations in their 2017 income statement. In order to collect
a reliable data, seven companies’ notes of the balance sheet and financial statements of the previous 5
years are examined. Results show that even though there is not a statistically significant difference,
the outcome of the discontinued operation, which provides a separate cash flow from the other
activities of the entity, provides a data that should be considered in terms of measuring the
performance of the company in the income statement analysis.

Keywords: TFRS 5, Discontinued Operations, BIST 100.

INTRODUCTION

Companies that operate in the capital market has mandatorily follow the International
Accounting/International Financial Reporting Standards. These standards’ translation is named
Turkish Accounting/Turkish Financial Reporting Standards and is published at the official gazette.
According to TAS / TFRSs, the formal structure, scope and content of the balance sheet are detailed
and detailed in the TAS 1-Presentation of Financial Statements, detailed arrangements related to the
discontinued operations are made within the scope of TFRS 5. If the assets related to the discontinued
operations are not sold according to TFRS 5, the assets held for sale are reported in the balance sheet
asset in the ‘Assets held for sale and disposed of” and the liabilities related to these assets are reported
in the ‘Liabilities held for sale and disposed of liabilities’ in the liabilities of the balance sheet. In the
statement of income prepared in accordance with the standards, after-tax profit or loss for the
discontinued operations should be reported separately from the results of the operation and as a
component of the period result. Details regarding this reporting to be made in both the balance sheet
and income statement are included in TFRS 5. Considering studies that focus on reporting in
accordance with TFRS 5, it has been found that necessity of the standard are not used commonly.

In this study, the standard requirements for reporting of discontinued operations are explained and it is
examined on the extent to which these requirements are applied in BIST 100. Within this study,
companies’ 2017 income statement is examined which still operates on June 2018. In this context, 15
companies are determined which announces discounted operations in their 2017 income statement. In
order to collect a reliable data, seven companies’ notes of the balance sheet and financial statements of
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the previous 5 years are examined. In this context, it was determined that the rate of the results of the
discontinued operations affected the results of the period. In addition, it is tried to determine the extent
to which the covered enterprises report in detail in the balance sheet and footnote disclosures
according to the requirements of TFRS 5, whether the assets and liabilities for sale purposes are
reported in the balance sheets and whether the footnote explanations are sufficient.

REPORTING OF DISCOUNTINUED OPERATIONS BASED
ON STANDARDS

The reporting of discontinued operations was first included in 1973 in the US generally accepted
accounting principles (US-GAAP), and it is envisaged the activities that were discontinued were then
measured and reported separately by the Financial Accounting Standards Board (FASB) in 2001 (Onat
and Akin, 2015: 12).

Discontinued operations are included in the ‘TFRS 5- Non-Current Assets Held For Sale and
Discontinued Operations’ standard. According to the standard discontinued operations are classified as
business units classified as held for sale or disposed of.

Assets that meet the criteria for classification as held for sale are presented separately in the statement
of financial position (balance sheet), the results of discontinued operations are presented separately in
the statement of comprehensive income (TFRS 5, Article 1/b).

Presentation in the Statement of Financial Position

According to IFRS 5, article 6-7, an entity shall classify a hon-current asset (or disposal group) as held
for sale if its carrying amount will be recovered principally through a sale transaction rather than
through continuing use. For this to be the case, the asset (or disposal group) must be available for
immediate sale in its present condition subject only to terms that are usual and customary for sales of
such assets (or disposal groups) and its sale must be highly probable.

For the sale to be highly probable, the appropriate level of management must be committed to a plan
to sell the asset (or disposal group), and an active programme to locate a buyer and complete the plan
must have been initiated. Further, the asset (or disposal group) must be actively marketed for sale at a
price that is reasonable in relation to its current fair value. In addition, the sale should be expected to
qualify for recognition as a completed sale within one year from the date of classification, and actions
required to complete the plan should indicate that it is unlikely that significant changes to the plan will
be made or that the plan will be withdrawn (TFRS 5, Article 8).

The entity may not display an asset that is temporarily unavailable as if it were permanently
withdrawn, as in the assets to be withdrawn from use.

The sale of each business unit may not mean discontinued operation. In order for the sale to be a
discontinued operation, the activity sold must represent a large business area or geographical area of
activity independent of the entity. An entity applying TAS / TFRS shall recognize the assets of the
discontinued operation as ‘Assets held for sale’ and report impairment loss if the assets exceed their
recoverable amount (Gengoglu, 2012: 26).

Assets that meet the criteria for classification as held for sale are measured with the lower one between
book value and fair value less cost to sell. In addition, depreciation process is stopped for the
mentioned assets.

If the sale will occur with more than a year, then the entity measure cost of sale with the present value.
If the cost of sale of the present value is increased due to time, then it is reported in profit/lost as a
financing cost.

The book value of the asset is measured in accordance with the relevant TFRS immediately prior to
the first classification of the related asset as an asset held for sale.
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If an asset is measured with the fair value less cost to sell, impairment is reported as an expenditure. If
there is an increase occur, the entity reflects the increase in value to the income statement, provided
that it does not exceed the accumulated impairment losses.

The gain or loss of an asset that is not recognized until the date of sale is accounted for on the day
when the asset is derecognized.

Presentation in the Statement of Comprehensive Income

Income and losses regarding discontinued operations are reported separately in the statement of
comprehensive income. In the statement of comprehensive income and expenditures, gains and losses
arising from measurement and disposal of assets or groups of assets are reported regarding the
discontinued operations (Orten et al., 2012: 762).

A discontinued operation is a part of an entity classified as held for sale or disposed of and:

. refers to a separate main line of business or the geographical area of activities,

. is a part of the sale of a separate main line of business or of the geographical area of the
activities in a coordinated plan; or

. is a subsidiary acquired only for resale purposes.

According to TFRS 5 article 33, an entity shall disclose a single amount in the statement of
comprehensive income comprising the total of:

. the revenue, expenses and pre-tax profit or loss of discontinued operations;
o the related income tax expense as required by TAS 12
o the gain or loss recognized on the measurement to fair value less costs to sell or on the

disposal of the assets or disposal group(s) constituting the discontinued operation; and
° the related income tax expense.

In accordance with TFRS 5, details of the statement of profit or loss from discontinued operations are
presented in the footnotes or on the table. This section should be added to the table if the details are to
be shown on the table (Sezgin, 2015: 13).

The section to be added according to Public Oversight Accounting and Auditing Standards Authority
the sample reports is as follows:

Discontinued Operations

° Income from Discontinued Operations (+)

° Expenditures from Discontinued Operations (-)

° Discontinued Operations Profit/Loss before tax
° Period Tax Expenditure (-)

° Deferred Tax Expenditure/Income (-/+)

Discontinued Operations Period Profit/Loss

AN APPLICATION WITHIN BIST 100

The BIST 100 index is the main indicator of the Borsa Istanbul Equity Market, which measures the
performance of the 100 stocks that are traded in Borsa Istanbul and which have the highest market
value and transaction volume. The shares to be included in the BIST 100 index are selected from the
shares defined as Group A or B. Shares in Group A are those with a share value of 30 million TL and
above. Group B shares are between 10 million TL and 30 million TL. The main criteria in the
selection of stocks to be included in the BIST 100 index; and the market values of the shares in the
transaction and transaction volumes.
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Within the scope of the study, it was preferred that the enterprises to be included in the scope of the
research to be the enterprises within BIST 100 in order to obtain the efficient results of TFRS 5 Sales
Assets Held for Sales and Discontinued Operations Standards.

Aim and Scope

All data included in the study are taken from the financial statements of the companies included in
BIST 100. Companies’ 2017 income statement is examined which still operates on June 2018. In this
context, 15 companies are determined which announces discounted operations in their 2017 income
statement. In order to collect a reliable data, seven companies’ notes of the balance sheet and financial
statements of the previous 5 years are examined. The effects of the discontinued operations on the
results of the period, the existence of asset reporting in the balance sheets of these enterprises and the
explanations of the footnotes are analyzed and the current situation and the benefits of reporting in
accordance with TFRS 5 are tried to be analyzed.

In this regards companies that included in the study and their business segment are below:

. Company 1: A Energy Corporation (Wind Power Plant)

. Company 2: B Investment Holding Corporation (Investment Partnership)

. Company 3: C Corporate Group Holding Corporation (Subsidiaries within group are media,
energy, retailing, industry, tourism, marketing of vehicles and real estate and financial services.)

. Company 4: D Journalism and Typography Corporation (Newspaper publication)

. Company 5: E Holding Corporation (Net Group Companies, Hotel Management, Casino,
Financial Services, Development of Real Estate etc.)

. Company 6: F Power Production Industry Trade Corporation (Power Production, Power
retailing, selling of natural gas, production and selling of mine)

° Company 7: G Holding Corporation (Main fields of subsidiaries are Banking, Insurance,

Power, Cement, Retailing and Industry)

Data and Methodology

The information obtained from the 5-year income statements, balance sheets and footnote explanations
of 2013-2017 period obtained from the Public Disclosure Platform of the 7 enterprises included in the
study are as follows. In the tables below, it is tried to test how the period result is affected by the
discontinued operations by giving the profit figures before and after the discontinued operation profit
or loss for the years of announced discontinued operation.

Table 1. Effects of Discontinued Operations on Company 1

Company 1 2017 Period P/L Past year data for discontinued
(%) operations

Continued Operations Profit/Loss 36.417.566

After Tax

Discontinued Operations (682.165) %1,9 NO

Profit/Loss After Tax

Period Profit/Loss After Tax 35.735.40

Company 1 announced 682.165 Turkish Lira discontinued operations loss and this number constitutes
%1.9 of the period profit/loss after tax. Footnotes for the discontinued operations are inadequate. It
was concluded that assets are sold due to the fact discontinued operations were not included in the
statement of financial position.

Table 2. Effects of Discontinued Operations on Company 2

Company 2 2017 % 2016 % 2015 % 2014 %
Continued Operations 147.566 (870.445) 8.494.935 8.113.847
Profit/Loss After Tax

Discontinued Operations 3.915.138 | 96,3 | 9.351.802 | 110 | 1.447.114 | 14,5 | 57.240 0,7
Profit/Loss After Tax

Period Profit/Loss After Tax | 4.062.704 8.661.357 9.942.049 8.171.087
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Considering the Company 2’s comprehensive income statement it was found that %96,3 of the period
profit comes from discontinued operations. Even though in the comprehensive income statement
figures presented in 2016 comparatively with the year 2015 did not include discontinued operations
number, in the comprehensive income statement figures presented in 2017 comparatively with the year
2016’s rearranged numbers showed that 2016°s %110 of the period profit comes from the discontinued
operations. In the footnotes in was found that ‘In the current period, the shareholding structure has
changed significantly and operations via subsidiaries are terminated.” As a result of the discontinued
operation in the income statement, it is observed that the disclosure footnotes for the years reported are
insufficient. In the footnote disclosure for 2016 data, amendments to TFRS 5 have been made for
Discontinued Operations in the Annual Improvements section of the Company's financial reports and
the amendment will be applied for future reference.

In the disclosure of footnotes, it is seen that the information related to the discontinued operation
profit, which is disclosed as the income arising from the disposal of the activities, is not sufficient, and
the corrections made by years are not adequately explained. Footnote disclosures are generally made
in the form of quotations from relevant standards. There are no 2013 data for discontinued operations.
Assets and liabilities held for sale are not reported on the financial position.

Table 3. Effects of Discontinued Operations on Company 3

Company 3 2017 % 2016 % 2013 %
Continued Operations -272.532 -149.234 -141.464
Profit/Loss After Tax

Discontinued Operations -252.360 48 -84.652 | 36,2 | -24.584 14,8
Profit/Loss After Tax

Period Profit/Loss After Tax -524.892 -233.886 -166.048

In the footnote of 2017, explanations are given regarding the transfer of three companies within the
group and the result of the closure of a company. It was announced that there was no significant sale
of the subsidiary in 2016. In 2015 and 2014, no discontinued operations were reported. No financial
event of 2015 and 2014 has been reported with the disclosure that there is no significant subsidiary
sale in the footnotes. In 2013, 14.8% of the period loss was due to discontinued operations. In the
footnote disclosures, this loss is disclosed as current period sale of subsidiary, sale of tangible fixed-
term in previous period and discontinued operations in previous periods. Assets and liabilities held for
sale in the balance sheet are reported to be reported in the financial position during the reporting
period.

Table 4. Effects of Discontinued Operations on Company 4

Company 4 2017 % 2016 % 2013 %
Continued Operations (19.541.037) (2.008.666) (54.224.242)
Profit/Loss After Tax

Discontinued Operations (252.359.668) | 92,8 | (84.652.277) | 97,6 | (24.583.900) 31
Profit/Loss After Tax

Period Profit/Loss After Tax (271.900.705) (86.660.943) (78.808.142)

In Company 4, discontinued operations losses increased the period losses. In the footnotes, detailed
information was given about the disclosure of digital operation at Russia region and sub accounts were
given about the discontinued operations.

Table 5. Effects of Discontinued Operations on Company 5

Company 5 2017 % 2016 % 2013 %
Continued Operations Profit/Loss | 315.111.996 -6 656 097 181 050 783

After Tax

Discontinued Operations (507.093) | 0,16 | 2386254 | 55,8 -3 869 0,002
Profit/Loss After Tax

Period Profit/Loss After Tax 314 604 903 -4 269 843 181 046 914

10
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In Company 5, discontinued operations decreased the 2017 period profit % 0,16 and decreased the
2016 period loss %55,8. Non-current assets held for sale for these years are not reported in the
financial position, whereas depreciation expenses for the year 2017 and 2016 include depreciation in
the discontinued operation. It is noteworthy that this disclosure does not correspond to TFRS 5,
because assets held for sale in the balance sheet are reported in current assets and they are not
depreciated. Furthermore, there is no fixed asset reporting held for sale in the entity's financial
position. There is discontinued operation reporting for the 2014 and 2015.

Table 6. Effects of Discontinued Operations on Company 6

Company 6 2017 % 2016 % 2015 % 2014 %
Continued Operations | 124.048.303 (10.724.204) -1 376 603 27 097 516
Profit/Loss After Tax

Discontinued 73.710 0,05 1.864 0,017 1669 0,12 26 873 0,09
Operations Profit/Loss

After Tax

Period Profit/Loss 124.122.013 (10.722.339) -1 374934 27 124 389

After Tax

Company 6 did not make a discontinued operation reporting in the 2013.

Table 7. Effects of Discontinued Operations on Company 7

Company 7 2017

% 2016 %

2015

%

2014

% 2013 %

Continued
Operations
Profit/Loss
After Tax

7.494.395

5.556.498

4.326.220

4.275.535

3.752.695

Discontinued
Operations
Profit/Loss
After Tax

(3.503)

0,047 | (9.352) | 0,16

94.862

2,15

75.324

1,73

91.957

2,39

Period
Profit/Loss
After Tax

7.437.898

5.547.146

4.421.082

4.350.859

3.844.652

The entity that reports asset and liability reporting held for sale in its balance sheet for all
years is the entity that makes best use of TFRS 5 requirements in accordance with other
entities in the analysis, and according to the footnote disclosures, this entity sells its
subsidiary with discontinued operations at an increased value and increased its profit except

2016.
FINDINGS

The results obtained from the data analyzed above are summarized in the table below.

Table 8. Total Effects of Discontinued Operations on companies

Name of Number of years | Number of years that Effect that Effect that Effect that | Effect that
the that contain contain asset- increase decrease decrease increase
Company discontinued liabilities held for period profit | period loss | period profit | period loss
operations sale in the financial
position
Company 1 1 NO - - 1 -
Company 2 4 NO 4 - - -
Company 3 3 3 - - - 3
Company 4 3 3 - - - 3
Company 5 3 NO - 1 2 -
Company 6 4 4 2 2 - -
Company 7 5 5 3 - 2 -
Total 23 9 3 5 6

11
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In the above table, the fact that the 3 companies are reported asset-liability held for sale in the
financial position related to the discontinued operation means that these assets are sold within
the same year. In accordance with TFRS 5, it is stated that in case of sale purpose and
opportunity, even if it is not sold within one year, it can be continued to be reported within the
current assets in the financial position. In the income statement, the reported discontinued
operation amounts include the increase or decrease in value of these assets for sales purposes
and the results of profitable sales or sales with a loss. As the result of the discontinued
operation is reported separately from the activities carried out in the income statement, the
sales figures obtained from the footnote information are important for the analysis of the cash
flows of the enterprise. As can be seen from the table, the effect of the discontinued operation
result in a total of 23 data of these enterprises is as follows:

o The effect of increasing profit or decreasing loss ( 9+3=12/23) %52,2
o The effect of decreasing profit and increasing loss (5+6=11/23) %47,8

CONCLUSIONS AND LIMITATIONS

Reporting of discontinued operations in the financial statements is mandatory in Turkish
Accounting/Turkish Financial Reporting Standards which is in line with the International
Accounting/International Financial Reporting Standards. Identifying, accurately measuring and
reporting of discontinued operations is also important for the effectiveness of the enterprise. In this
study, it was tried to find out how discontinued operations affect company performance. In this sense,
companies that included in the BIST 100 as of June 2018 are the universe of the study. Unfortunately,
only 7 companies’ past 5 year data was reached. The most common financial events reported as a
discontinued operation are the transfer of an entity under its subsidiaries to another company and the
financial events arising therefrom. While the discontinued operations do not have a major effect on the
profit and loss statement, the transfers in certain years and the liabilities arising in this period may
have a significant impact on the financial statement. However, according to the results of the research,
it is revealed that the discontinued operations do not have any negative or positive effects on the
income statements of the enterprises for many years in a row. In this study, results show that even
though there is not a statistically significant difference, the outcome of the discontinued operation,
which provides a separate cash flow from the other activities of the entity, provides a data that should
be considered in terms of measuring the performance of the company in the income statement
analysis. Reporting of discontinued operations has positive effects on period profit and loss.

Reporting of discontinued operations can be seen as a transparency in financial reporting. Results
show that reporting of these operations has positive effects on profit and loss. Also, present and
potential shareholders can be seen this type of reporting as an indicate of confidence. Transparent
reporting make the company attractive to the shareholders. Creating confidence on shareholders may
increase the investment opportunities to the companies.

However, since the disclosures about the discontinued operations are insufficient, the determination of
which items are carried out are the limitations of the study.
However, the rate of discontinued operations in BIST 100 is 15% and the disclosure of discontinued
operations is a repetition of the sentences in the standard. However, the fact that detailed information
cannot be obtained makes it difficult to reach a general opinion with the results obtained. Only 7
company included in the study is another limitation of the study. Also companies that included in the
study are different business areas, therefore the authors unable to make a sectorial comparison. In
future, data can be obtained from 2005 which is the publication year of the TFRS 5. Based on this
data, results can be generalized.
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Abstract: Cooperation between the public and private sectors for building new airports and investing
in the existing airports are financed by the private sector relieves the budget pressure on the
governments. Developed by one of the most important institutions of Turkey, DHMI, the model BOT
can be considered successful since not only it does not require any financial resources but also, in
some cases, it even generates rental income for some projects. However, examining the bidding data
regarding the two major airports of Turkey indicates that the monetary value of the terminal
investments is low with respect to the airport revenue and EBITDA analysis. The purpose of this study
is to evaluate the construction and operation of big airports in Turkey via BOT model. The method is
to study the investment amount of BOT model, the number of minimum passengers, existing and
forecasted revenue, and EBITDA analyses regarding the two major airports in Turkey. Based on the
study, it is proposed that the public sector should be involved in operations instead of leaving them to
the private sector all together. Therefore, the public sector can have more control over operations as
well as additional income due to higher-than-foreseen revenues. Moreover, the public sector can help
with economic losses during economical instabilities.

Keyword: Public service, Aviation, Build-Operate-Transfer method

“ This paper was prepared by using the doctorate thesis prepared by Biilent Topdemir. The name of it is “Public
Private Partnership Applications and Proposed Model For The Aviation Sector”
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Abstract: Through the past few decades the problem of welfare segregation has become quite
significant for the economies of the countries worldwide. Republic of Macedonia as a country in
development is presented with a serious challenge into increasing the socio-economic conditions that
have prevailed for too long decreasing the capacity of proper human development. Socio-economic
inequality can be represented as major problem for a developing country, and must be considered as
one of main priorities for increasing the economic development in the following years. Many
indicators can be targeted as to influence the socio-economic segregation and condition in one
country. A plethora of such indicators more correctly 10 are presented in this article.

The main goal of the research is Principal Component Analysis (PCA) of key socio-economic
indicators in the Republic of Macedonia, which have the greatest impact on the quality of life and
well-being of people. In particular, the goal of the research is to identify the existing mutual implied
conditions and connections of several socio-economic indicators that reflect the situation in the
Republic of Macedonia. The obtained findings provide more extensive additional view on the basis of
which additional measures and guidelines for improvement of the existing socio-economic condition.
Additionally this measures and guidelines could be applied to a set of socio-economic indicators with
direct influence to each other discovered by the Principal component analysis (PCA).

Key words: Socio-economic indicators, Principal component analysis, macroeconomics factors,
Republic of Macedonia.

INTRODUCTION

The paper, excluding the introduction and conclusion, is structured in two sections. In the first section,
socio-economic indicators that influence the development of the socio-economic condition in the
Republic of Macedonia will be presented, thus leaving the principal component analysis of the
selected socio-economic indices for the second part of this article.

There are several indices and indicators that relate to different aspects of the quality of life, such as
demographics, health, education, environment, democratic rights and freedom of speech and many
others. The grouping and analysis of the socio-economic indicators for the Republic of Macedonia has
been made according to the general division of the United Nations. The analysis of the indicators took
into account their significance and methodology of calculation and their interpretation in relation to
the current socio-economic condition in the Republic of Macedonia. Also, when selecting the
indicators presented in this article, the factor of data availability for the Republic of Macedonia was
crucial. In many cases, certain indices and indicators did not have sufficient data needed to cover the
smallest minimal denominator of observation i.e. 9, which resulted in omitting some of the indicators.
Nevertheless, the included socio-economic indicators in this article cover almost all aspects of the
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socio-economic conditions and prospects of human development. That said the indicators and indices
included in this research are:

A poverty threshold for low-income countries of $ 5.50 a day
Unemployment rate

Unemployment rate among young people

Vulnerable employment

GINI index

GDP growth rate

Inflation rate

Social transfers as% of GDP

Health insurance and health care costs as% of GDP

Expected lifespan

All of this indicators are presented in the full version of the paper with their trends, methodologies for
calculating, meaning and impact that they have on the socio-economic conditions in Republic of
Macedonia.

METHODOLOGY

The research in this article is conducted using both guantitative and qualitative methods for research.
The quantitative methods are consisted of statistical and econometrical analysis using correlations and
PCA analysis in order to determine the link and impact between the selected socioeconomic indicators
for Republic of Macedonia. Statistical method is used to collect the data necessary for comparison of
the socio-economic indicators. This research used indicators that were taken or calculated on the basis
of data from World Bank data bases, Eurostat, UNDP, OSCE, UNICEF, the Ministry of Finance of the
Republic of Macedonia, the National Bank of the Republic of Macedonia, the Institute for Public
Health of the Republic of Macedonia and the Statistical Office of the Republic of Macedonia.
Generally, for most indicators the time series refers to the period 2009 to 2017. Econometric analysis
presented in the second part of this research paper is based upon Principal Component Analysis, in
order to determine the strength of the link and impact of the socio-economic indicators in Republic of
Macedonia. The analysis is conducted within the period of 9 years from year 2009 to year 2017.

Principal Component Analysis is a method of analysis which involves finding the linear combination
of a set of variables that has maximum variance and removing its effect, repeating this successively.
The central idea of PCA is to reduce the dimensionality of the data set which consist of large humber
of interrelated variables, while retaining as much as possible of the variation present in the data set.
This is achieved by transforming to a new set of variables, the Principal Components (PCs), which are
uncorrelated, and which are ordered so the first few retain most of the variation present into all of the
original variables (Jollife, 1986:1-12).

FINDINGS

The PCA analysis conducted on the selected socio-economic factors of Republic of Macedonia
produced the correlation matrix presented below in Table 1. There a set of correlations are presented
which shows the true bond between different set of socio-economic indicators. The most highly
correlated amongst them are the indicators for Inequality (Gini index) and the indices for
unemployment. Furthermore the PCA analysis shows the nature of the bond between the true variables
and the strength of it. This is fairly visible in the graph presenting the histogram of the PCA analysis.
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Table 1. Correlation Matrix For Socio-Economic Indicators Of Republic Of Macedonia
(Pearson (n)):

Variables F1 F2 F3 F4 F5 F6 F7 F8 F9 F10
Poverty line of $ 5.50 a day (F1) 1 0953 0892 0692 0965 -0309 0322 0653 0591 -0932
Unemployment rate (F2) 0,953 1 093 087 0970 0114 0227 0671 0699  -0,900
Unemployment rate among young

people (F3) 0892 0935 1 0771 0909 -0175 0197 0588 0865 -0,851
Vulnerable employment (F4) 0692 0857 0,771 1 0789 0235 0015 0543 0723 -0,693
GINI index (F5) 0965 0970 0909 0,789 1 0217 0092 0546 0639 -0976
GDP growth rate (F6) 0309 0114 -0175 0235 0217 1 -0278 0219 0061 0321
Inflation rate (F7) 0322 0227 0197 -0015 0092 -0,278 1 0661 009 0018
Social transfers as% of GDP (F8) 0653 0671 0588 0543 0546 0219 0,661 1 0481 -0,408
Healthcare costs as% of GDP (F9) 0591 0699 0865 0723 0639 0061 0096 0481 1 -0558
Expected lifespan (F10) 0932 -0900 -0,851 0,693 -0976 0321 0018 -0408  -0558 1

The most interesting fact from the PCA analysis is that the pure economic indicators such as GDP growth
rate and Inflation rate are not correlated or connected to the pure social indicators. This means that
economic reforms or practices by themselves could not influence the socio-economic condition on a larger
scale to inflict changes. The measures that could influence and catalyze the changes needed in order to
uplift the socio-economic condition in Republic of Macedonia on a decent level should not be looked at
the pool of economic factors. Evidence towards this theorem can be seen in the length of the vectors for
the two government tool indicators, i.e. Social transfers as %of GDP and Healthcare expenditures as % of
GDP. The short vectors indicate that there is no significant influence of these two factors on the other
bundle, although the correlation and connection is undeniably there. The spotlight in this case is shining
on the other relevant factors mostly political and institutional for further development of the bases for
human progress.

Graph 1. PCA Analysis Of The Socio-Economic Indicators For Republic of Macedonia
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CONCLUSION

Production growth has long been an imperative for economists who have explored the process of
economic growth, while the effects of increased production and quality of life have been marginalized
till the last few decades. Over time, the focus of imperativeness is changing both the people and their
needs and the way they satisfy them. The result of these tendencies is the emergence of the concept of
human development, which clearly defines the basic goal of the process of economic development,
which is focused on the people and their quality of life, not only on achieving positive economic
growth and development. Statistical indicators of real GDP could not demonstrate the real well-being
of people. Specifically, increased GDP as well as GDP per capita calculations are not sufficient to
determine the quality of life. Therefore in order to determine the current socio-economic condition in
the Republic of Macedonia, a PCA analysis on a 10 selected socio-economic indices has been made, in
order to show the mutual codependence and links between them.

The indicated indexes and indicators for the socio-economic development in the Republic of
Macedonia show causal and mutual dependence, which is also econometrically confirmed. A causal
link between factors means that it can be overcome with a set of measures and strategies, more
precisely, a set of measures can have an impact on multiple indicators from different clusters. As a
general recommendation, it is appealing for a strategic approach to building measures for improving
the socio-economic situation in the Republic of Macedonia.
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Abstract: Poverty has been and remained on of the bitterest problem of humanity. Macedonia as a
country in development is presented with a serious challenge into decreasing the poverty gap and
increasing the poverty line which according to the World Bank latest estimates is above 20% for the
whole passing decade. Poverty can be major problem for a developing country, and must be
considered as one of main priorities for increasing the economic development in the following years.
Many factors can be targeted as to influence the poverty, one being institutional and others economic
in nature. The goal of this article is to show the impact of the institutional factors on poverty on a
much narrower form presented through the poverty line, and also to show the impact of the economic
factors. In accordance to reaching this goal, the econometric models of linear regression, correlations
and PCA analysis was conducted towards determination of the linkage between the poverty line and
two of separate blocks of factors. According to the conducted research a true bond and thus the
impact on the poverty line can be seen in the institutional factors. More so the findings show that
poverty reduction is more dependent from the institutional factors then economic, because the direct
link between the economic factors and the poverty line was not discovered in the case of Republic of
Macedonia.

Key words: poverty, poverty line, economic factors, institutional factors, good governance indicators

INTRODUCTION

The paper, excluding the introduction and conclusion, will be structured in three sections. In the first
section the concept of the poverty line and the values of the poverty in Republic of Macedonia
according to the poverty line indicator will be presented. In second section institutional factors will be
elaborated and multi regression for the impact of the factors on the Macedonian poverty line is
conducted. The same was done in the third part of this article with an emphasis on the economic
factors that influence the poverty line. World Bank estimates that 10.7% of the world's population or
about 760 million people live with only 1.90 dollars a day. These people live in what the World Bank
calls "extreme poverty," which is measured by the international poverty line or the so-called poverty
threshold that was introduced in 1990. The poverty threshold is an estimate of the absolute minimum
of resources needed to make a living. For a more precise definition and determination of the poverty
threshold, the World Bank has set three basic principles for setting a new poverty line (James Eric
Foster, Suman Seth, Michael Lokshin, ZurabSajaia, 2012):

1. Use the most accurate and up-to-date data sets available to compare the real living standards across
countries.

2. Minimizing changes in attitudes, i.e. more precise definition and retention of the poverty threshold
unchanged over a longer period of time unchanged.
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3. In defining the "real conditions”, the price levels that should be taken into account as the most
important for measuring world poverty are those faced by the poorest people in the world.

These principles have led to a very simple solution to updating the poverty threshold, i.e. calculating
the average of national poverty lines for the fifteen poorest countries using the country's price index.
Updating the line to keep its true value constant, in terms of the purchasing power of the poorest
countries, does not change much in real terms, as the index treats the poorest countries, the poverty
line will still be below the required World Bank standards. Also, the poorest countries are those who
always have insufficient data due to lack of household surveys or censuses annually. This additionally
complicates the methodology and monitoring of the world poverty index, especially in countries where
poverty line monitoring is of the utmost importance. According to the latest estimates, the
international poverty line for extreme poverty is $ 1.90 per day. The poverty line, the poverty
threshold for middle-developed countries, was set in 2011 at $ 3.10 a day. This means that real
incomes relative to the nominal exchange rate of these extremely poor people were actually much
lower than $ 1.90 a day, because the US dollar's purchasing power is much higher in developing
countries than in the US. That would mean that one in every eight people live below this poverty line,
or rather about 30% of the world, living with less than $ 3.10 per day.

In a bid to more precise classifications of the poverty threshold, the World Bank recently added new
poverty standards to people living in middle and high income countries. They are the first additions
since the poverty line was originally set up in 1990. The new standards are set at $ 3.20 a day for
people in middle income countries, such as Egypt or India, and $ 5.50 a day for higher middle income
countries, such as Jamaica or South Africa. The World Bank also announced a third standard for high-
income countries, such as the United States, at $ 21.70 per day. Under the new standards, the 15
poorest countries in their classification (low, low medium, medium high and high) determine the
poverty threshold for that group of countries. This is a more accessible approach mainly due to serious
development developments between countries. However, the threshold for extreme poverty is still set
at $ 1.90 per day.

METHODOLOGY

The research in this article is conducted using both quantitative and qualitative methods for
research. The quantitative methods are consisted of statistical and econometrical analysis
using correlations, PCA analysis and regressions as econometric models to determine the link
and impact of two sets of factors (institutional and economic) on the poverty line in Republic
of Macedonia. Statistical method is used to collect the data necessary for comparison of the
poverty line. The data was gathered from the data base of World Bank, OECD data base and
Eurostat online sources, research in the field and other written sources. Econometric analysis
presented in the last chapter of this research paper is based upon PCA, correlations and linear
regression analysis on taxes in order to determine the strength of the link and impact of the
two separate factor groups on poverty in Republic of Macedonia. The analysis is conducted
within the period of 9 years from year 2009 to year 2017. The two different groups of factors
tend to show us impact on different level to the poverty in Republic of Macedonia, measured
with the poverty line estimates from World Bank. The first set of factors named institutional
for the purpose of the research in general covers the factors for good governance. Out of the
pool of the good governance indicators four were initially chosen to represent the scale of
impact that these factors have on the poverty line. The four initially chosen indicators were:

. Control of Corruption” (F11)

*Control of Corruption captures perceptions of the extent to which public power is exercised for private gain,
including both petty and grand forms of corruption, as well as "capture" of the state by elites and private
interests. Estimate gives the country's score on the aggregate indicator, in units of a standard normal distribution,
i.e. ranging from approximately -2.5 to 2.5.
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. Voice and accountability™ (F2I)
. Government effectiveness™ and
. Political stability™" (F31)

Out of the four indicators after the linear regression modulating and correlation matrix only
three remained, courtesy of autocorrelation and multicollinearity. Two of the indicators i.e.
political stability and government effectiveness were closely correlated and thus did not give
consensual results from the analysis. Government effectiveness also had the lowest p value
concerning the impact on the poverty threshold in Republic of Macedonia; therefore it was
omitted from the final findings, leaving only 3 institutional factors to determine the impact.
The other group of factors named as economical for the purpose of this research, was
consisted of the following:

J GDP growth rate (F1E)
J Inflation (F2E)
J Inequality index (F3E)

All of the above mentioned factors were represented as a growth format for more uniformed
calculations and for the purpose of compering the results of the two separate factor groups,
and their impact on the Poverty line in Republic of Macedonia.

FINDINGS

The key findings below are represented in a comparative method which brings the econometric
indicators of the two sets of factors head to head in order to determine which of the bundle has a
greater impact on the overall poverty in Republic of Macedonia measured with the poverty line
indicator. From the vast and different sets of data a simple conclusion is that the institutional factors
presented through good governance indicators have a much larger impact and connection to the
poverty line then the economic factors. This can be seen from the three different econometric analyses,
the simple linear multivariable regression, correlation and PCA analysis which were undeniably in
favor of institutional factors. The main hypothesis of the article which stands at both sets of factors
having the same impact on the poverty line is rejected, having seen that only one of the sets having
that impact.

Table 1. Correlation Matrix Institutional Factors (Pearson):

Variables Y (Poverty line) F3I F2i F1l

Y (Poverty line) 1 0.5112 -0.8697 0.0746
F3I 0.5112 1 -0.5297 | -0.6398
F2l -0.8697 -0.5297 1 0.0984
Fi1l 0.0746 -0.6398 0.0984 1

Values in bold are different from 0 with a significance level alpha=0,05

Voice and Accountability captures perceptions of the extent to which a country's citizens are able to participate
in selecting their government, as well as freedom of expression, freedom of association, and a free media.
Estimate gives the country's score on the aggregate indicator, in units of a standard normal distribution, i.e.
ranging from approximately -2.5 to 2.5.

*k K

Government Effectiveness captures perceptions of the quality of public services, the quality of the civil service
and the degree of its independence from political pressures, the quality of policy formulation and
implementation, and the credibility of the government's commitment to such policies. Estimate gives the
country's score on the aggregate indicator, in units of a standard normal distribution, i.e. ranging from
approximately -2.5 to 2.5.

Fkkk

Political Stability and Absence of Violence/Terrorism measures perceptions of the likelihood of political
instability and/or politically-motivated violence, including terrorism. Estimate gives the country's score on the
aggregate indicator, in units of a standard normal distribution, i.e. ranging from approximately -2.5 to 2.5.
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Table 2. Correlation Matrix Economic Factors (Pearson):
Variables Y (Poverty line) F1E F2E F3E
Y (Poverty line) |1 -0.4526 0.2226 0.4749
F1E -0.4526 1 -0.2777 -0.5103
F2E 0.2226 -0.2777 1 0.5491
F3E 0.4749 -0.5103 0.5491 1

Graphs 1and 2 Standardized coefficients of institutional and economic factors linear regression
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Table 3. Goodness of Fit Statistics For Institutional And Economic Factors

Observations

Sum of weights

DF

R2
Adjusted R2
MSE
RMSE
MAPE
DW
Cp
AIC
SBC
PC
F-test

F-test critical value

9.000
9.000
5.000
0.839
0.743
0.000
0.015
59.320
1.879
4.000
-73.217
-72.428
0.417
8.717
4.0661

Observations

Sum of weights

DF

R2
Adjusted R2
MSE
RMSE
MAPE
DW
Cp
AIC
SBC
PC
F-test

F-test critical value

9.000
9.000
5.000
0.287
-0.140
0.001
0.031
108.107
1.155
4.000
-59.801
-59.012
1.853
0.672
1.123

Graphs 3 and 4 PCA analysis of the poverty line 5.50$/day for institutional and economic indicators
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Poverty is a threat to modern economic system, whether for the countries in development or already
developed countries, and Republic of Macedonia is definitely not an exception. According to the
World Bank, Macedonia is accounted in the upper middle-income countries, with low generated
economic growth and a bunch of reforms still waiting to be held in action. The relatively high
percentage of unemployment was decreased, in a big extent thanks to the migration of the population,
but however it still remains high according to the data gathered from State Statistical office of
Republic of Macedonia. This issue is a result of a number of factors that can impact the poverty, some
of them processed in this article. The main finding is that the institutional factors taken into
consideration for this research have more correlation and impact on the poverty line in Republic of
Macedonia than the economic factors. This shows us that Republic of Macedonia is still institutionally
underdeveloped and this further disables the possibility of economic factors to have an impact and be a
corrector to the poverty situation in Republic of Macedonia.
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Abstract: Liquidity of commercial banks plays a crucial role on functioning of financial markets and
the banking sector. The purpose of this study is to analyses the liquidity determinants factors of
commercial banks by case study, Kosovo. Liquidity determinants evaluation of commercial banks is
grounded on the bank-specific and macroeconomic factors, exploiting data for the period 2013 -2016
for 8 commercial banks. For this purpose, the liquidity (L) is taken as a dependent variable, whereas
capital adequacy (CAP), bank size (LTA), growth of loans (GL), return on assets (ROA) GDP growth
rate (GDP) and Inflation rate (INF) represent the independent variables. The regression analysis
indicate that liquidity of commercial banks in Kosovo has been driven mainly by factors such capital
adequacy, growth of loans and return on assets.

Key words: determinants of liquidity, commercial banks, banks factor, macroeconomic factors.

INTRODUCTION

The two most important decisions of financial institutions are profitability and liquidity. The term
liquidity refers to the ability of a bank to fund increases in assets and meet obligations as they come
due without irreparable losses (BIS, 2008:2 -10). Liquidity is the ability of assets to be transformed
quickly and with minimal cash expense (cash or current account). During the global crises many banks
struggled to maintain adequate liquidity so crises completely have change market condition and
determine the advantages of liquidity ahead of profitability. There are a number of researches related
to bank liquidity creation (Bryant 1980, Diamond & Dybvig 1983, Holmstrom & Tirole 1998,
Kashyap et al.2002). However, most of the research focuses on measuring the amount of liquidity
created in the banking sector (Deep & Schaefer 2004 and Berger & Bouwman, 2007);

The Vodova study showed that some indicators such as CAR (capital adequacy ratios), credit interest
rates, and interbank interest rates positively impact bank liquidity in the Czech Republic. On the other
hand, the financial crisis, inflation, and economic growth negatively affect banks' liquidity.
Unemployment, interest rate, profitability and monetary policy interest rates have a significant effect
on bank liquidity (Vodova, 201:1060 -1067). Banking and macroeconomic features affecting the
liquidity of English banks are studied by Valla and SAES- Escorbiac .They assume that the liquidity
ratio should be dependent on the following factors, such as: banking profitability, credit growth, bank
size, gross domestic product growth, short-term interest rate, etc. (Vella et al.,2008:89-104). Bunda
and Desquilbet (2008) have analyzed bank liquidity risk determinants in emerging economies through
a data panel. The liquidity ratio as a measure of bank liquidity was supposed to be dependent on the
individual behavior of banks, their market and macroeconomic environment, as well as the exchange
rate regime, i.e. of these factors: the total of assets as a measure of the size of the bank; the ratio of
capital to assets as a measure of capital adequacy, the realization of a financial crisis which may be
caused by poor banking liquidity and the exchange rate regime. (Bunda and Desquilbet, 2008:361-
386)

Choon, Hooi, Murthi,Yi and Shven investigate the determinants of liquidity of 15 Malaysia
commercial banks from the year 2003 to 2012 and found that bank capital, bank size, non-performing
loan ratio, gross domestic product, financial crisis and return on equity have significant effects on
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bank’s liquid assets holdings. However interbank rate is proven to be insignificant in this research.
(Choon et al., 2013: 50- 95)

The purpose of this research is to identifying the factors that determine the liquidity of Kosovo
commercial banks for the period 2013 -2016 to help interested groups such as regulators, supervisors,
owners, investors, researchers, financial analysts and supervisory authorities and management to
identify and take appropriate measures.

METHODOLOGY AND DATA

In order to prove empirically the factors affecting liquidity of commercial banks in Kosovo, we use
(OLS) as our valuation method. OLS is a method used to calculate unrecognized parameters in a linear
regression model. Panel analysis is characterized as cross-sectional and observed over a certain period
of time. It is used by the researchers since there is more data to work with and the analysis would run
into lesser risk of obtaining biased results, considering that the observed samples are arranged
according to the determined period. (Doane and Seward, 2010 :120-150).

For our research, we have used the following equation :
(1) Li,=p0+pB1. CAPit +B2.LTA it +83.LG it +B4.ROA. it +B5.GDP it+ S6.INF it.+S7.Du;;

* &t
Bo - Constante
Li; - Liquidity at time t
CAPit - Capital adequacy at time t-1
LTA;; - Sizetimet
LGy - Loan growth at time t
ROA;; - Return on asset at time t
GDP;; - GDP growth at time
INF;; Inflation growth rate
Du;; - Commercial banks
Eit - Residuali
Table 1. Variables Used in Analysis
Variable Measurement Source
Dependent variables
Liquidity The ratio of total loans to total | (Marozva, 2017,p: 90-106).
customer deposits
Independent variables
Capital adequacy The ratio of total capital to total | (Tesfaye,2012,p:40-46)
assets
Size Logarithm of total assets of banks | (Vodova, 2011, p: 1060 -1067)
Loan growth Current year total loans - previous | (Melsese and Laximikantham, 2015,
year total loans/previous total | p: 36 —46)
loans.
ROA The ratio of net profit after tax | (Akbas, 2012,p 103-100)
with total assets
GDP Growth rate of GDP (Vodova, 2011, p: 1060 -1067)
Inflation Inflation rate (Vodova, 2011, p: 1060 -1067)

This table presents the measurements that were used to operationalize the study variables.
Macroeconomic data were provided by International Financial Statistics of International Monetary
Fund (IMF). Bank specific data were obtained from annual reports of Kosovo banks. We used balance
sheet and profit and loss data over the period from 2013 to 2016.
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Heteroscedasticity

The issue of heteroscedasticity needs to be properly addressed because it could cause OLS model to be
inefficient even though the model is unbiased and consistent. Ignoring heteroscedasticity could cause
incorrect standard errors of estimated coefficient, which could lead to misleading inferences. The
tested hypotheses are:

HO: Model does not suffer from heteroscedasticity
H1: The model suffers from heteroscedasticity

HO: If the p-value is > above 0.05 the nullhypothesisdo not have heteroscedasticity we accept the null
hypothesis.

With a p-value of 0.3871, we fail to reject the null hypothesis (that variance of residuals is constant)
and therefore infer that their residuals are homoscedastic. Test for heteroscedasticity has been shown
on the following table.

Table 2.White's Test For Heteroscedasticity

White's test for heteroskedasticity
OLS, using 32 observations
Dependent variable: uhat"2
Omitted due to exact collinearity: X6_X7 sq_Inf

coefficient std. error t-ratio p-value

const 11.7601  27.5722  0.4265 0.6846

CAP 449245  90.1625  0.4983 0.6360

LTA -0.709779  2.61057 -0.2719 0.7948
LG -14.6476  13.5665 -1.080 0.3218

ROA -25.6202  200.170  -0.1280 0.9023
GDP -1.73513  7.41760 -0.2339 0.8228

Inf -4.29906 ~ 5.77842 -0.7440 0.4850

sqg_CAP -20.9732 423143  -0.4957 0.6378
X2_X3 3.06585  5.69235 0.5386 0.6096
X2_X4 -283101 255871 -1.106 0.3109
X2_X5 -96.9429 175.264  -0.5531 0.6002
X2_X6 -16.0781  15.8851 -1.012 0.3505
X2_X7 -17.3351 157414 -1.101 0.3130
sq_LTA  -0.0423408 0.0381746 -1.109 0.3098
X3_X4 0.422276  0.643024 0.6567 0.5357
X3_X5 -7.57392 855615 -0.8852 0.4101
X3_X6 0.360005 0.599063 0.6009 0.5699
X3_X7 0.367995  0.592916 0.6207 0.5577
sg_LG 0.876655 0.666891 1.315 0.2367
X4_X5 119.470 78.7467  1.517 0.1800
X4_X6 216932  1.67287 1.297 0.2423
X4_X7 1.99358  1.41426 1.410 0.2083
sqg_ROA 267.482  492.626 0.5430 0.6067
X5_X6 237117  33.8703  0.7001 0.5101
X5_X7 257493  35.0390 0.7349 0.4901
sqg_GDP  -0.490784  0.586329 -0.8370 0.4346

Unadjusted R-squared = 0.824598
Test statistic: TR"2 = 26.387131,
with p-value = P(Chi-square(25) > 26.387131) = 0.387177

From the table above we notice that the White's test for heteroscedasticity conclude that HO cannot be
rejected, so our model does not suffer from heteroscedasticity.
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FINDINGS AND DISCUSSION OF RESULTS
The result of the regresion analuyses has been indicated on the Table 1.
Model 1: Pooled OLS, using 32 observations
Included 2 cross-sectional units
Time-series length = 16
Dependent variable: L
Table 3. Analysis Results

Coefficient Std. Error t-ratio p-value
Const 0.481463 1.3692 0.3516 0.72806
CAP 14.965 0.925826 16.1640 <0.00001  ***
LTA 0.0129117 0.0521389 0.2476 0.80644
LG -0.210839 0.0875582 -2.4080 0.02374 ol
ROA -27.4834 6.48627 -4,2372 0.00027 faleie
GDP -0.185564 0.233714 -0.7940 0.43468
Inf -0.20083 0.232463 -0.8639 0.39584
Mean dependent var 1.104343 S.D. dependent var 1.690878
Sum squared resid 3.024750 S.E. of regression 0.347836
R-squared 0.965873 Adjusted R-squared 0.957682
F(6, 25) 117.9249 P-value(F) 4.23e-17
Log-likelihood -7.663516 Akaike criterion 29.32703
Schwarz criterion 39.58718 Hannan-Quinn 32.72798

Source: Authors’ calculations
** Significant in level 5%
*** Significant in level 1%

The regression analysis result (Table 1) demonstrate R-squared statistics and adjusted R squared
statistics value of 96.58% and 95.76% respectively. The result indicates that the change in the
independent variable explain 95.76% of the change in the dependent variable. The remaining 4.24% of
change was explained by other factors which are not included in the model. Based on the result of
Table 1, the coefficient of growth of loans (LG), return on assets (ROA), GDP growth rate (GDP) and
Inflation rate (INF) against L (liquidity) were negative. Such result indicates inverse relationship
between the aforementioned three independent variables and liquidity and statistically significant for
growth of loans (LG), return on assets (ROA) and statistically significant with growth of loans (LG),
return on assets (ROA) .On the other hand, capital adequacy (CAP), bank size (LTA) had a positive
relationship with L (Liquidity) with 14.965 and 0.0129 respectively. This reveals that there is a direct
relationship between the above independent variable and liquidity and statistically significant with
capital adequacy (CAP).

The result is also consistent with finding of VVodova that showed positive and significant effect of
capital adequacy on liquidity of the commercial: higher capital adequacy increases bank liquidity.
(Vodova, 2011, p: 1060 -1066). Marozva examined determinants of commercial bank liquidity in
South Africa. He found the negative relationship between loan growths had a negative and significant
effect on liquidity. (Marozva, 2017, p: 90-106). The liquidity coefficient is statistically verified as an
important factor in banks ‘profitability and has a negative impact on banks' profitability. Similar results
have also been made in research like Fungacova and Poghosyan, find a negative relationship between
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the ratio of liquid assets to total assets and profitability in Russia. (Fungacova and Poghosyan, 2011:
10-22).

CONCLUSION

The main objective of this research is to analyzes the liquidity determinant of of commercial banks in
Kosovo for the period 2013 -2016. The study used a balanced panel data of thirty two observation
from 2013 to 2016 of 8 commercial banks. The commercial banks were analysed using the OLS to
examine the commercial banks liquidity, which is measured by liquidity (L4) as a the linear function
of various specific variables. Continuing to take into account various research, we find that
commercial banks specifications such as capital adequacy (CAP) is positively and significantly
correlated with liquidity (L). The capital adequacy (CAP) of the firm proved vital in determining the
liquidity of the commercial bank also enables company to contribute to bank solvency and show the
existence of a virtuous circle in favor of tightening capital requirements.

On the other hand regarding the relationship between liquidity and ROA it is inverse and significantly
relationship between Liquidity (L) .High level of liquidity reduces investments, which can be
realized with these funds, negatively affecting the profitability of commercial banks. Also growth
of loans (LG) has inverse and significantly relationship between liquidity (L). The growth of loans
(LG) indicates that commercial bank with high rate loan growth reflects the potential impact on
liquidity and unexpected losses.

In general, the results suggest that the three variables are important in determining the commercial
banks liquidity and statistically significant and commercial banks in Kosovo need to consider them to
increase their liquidity. Internal banks factors depend on the decisions of the commercial banks
itself, and thus by optimizing their decisions, companies can maximize their liquidity.
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UNCONDITIONAL ACCOUNTING CONSERVATISM:
EVIDENCE FROM TURKEY
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PhD., yusufkaldirim54@hotmail.com

Abstract: Conservatism is one of the important accounting principle. There are two types of
accounting conservatism in the literature as unconditional and conditional. The aim of the study is to
investigate the existence of unconditional accounting conservatism also known as balance sheet
conservatism in fifteen Borsa Istanbul indices and individually firms listed in this indices between
2008-2017 and in sub-periods. Study employs market to book ratio to measure unconditional
accounting conservatism. Findings reveals that ratio is bigger than one at changing levels in 14
indices according to simple average and in 12 indices according to aggregate book to market ratio
and in 116 firms. Also, conservatism level changes for some indices and firms in the second sub-
period.

Keywords: Accounting Conservatism,Unconditional Accounting Conservatism, Balance Sheet
Conservatism, Market to Book Ratio.
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Abstract: Nowadays, both the increase of technological opportunities and the globalization of
information have also affected the quality and scope of scientific researches positively. Significant
progress has been made in this direction. An important development of this process is the development
of complex results with increasing research on specific subjects. Even though the subjects of the
studies in finance as a social sciences are the same, complex results emerge. In this case, the efforts
made in finance should be brought together to simplify and to produce more comprehensible results.
This is also necessary for the scientific findings to turn the observed phenomena into an explanatory
quality. Meta-analysis analyzes these complex results and plays a synthesizing role with the statistical
methods used.The aim of this study is to talk about the meta-analysis process and to discuss the meta-
analysis method in the finance field.

Keywords: Meta-analysis, Finance, Firm Performance, Effect Size, Publication Bias.
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Abstract: In the literature, realized (ex post) return are generally used as a estimator/proxy of
expected return. However, the theoretical financial models do not produce the expected empirical
results in the case of using realized return as an estimator of expected return. For example, portfolios
produced with modern portfolio theory techniques do not produce superior results compared to
portfolios produced with traditional portfolio management techniques. As a matter of fact, modern
portfolio theory techniques use the realized return, risk and covariance information as estimators of
expected return, risk and covariance respectively. Therefore,in this study it has been investigated
whether the realized return is a good estimator of expected return. For this purpose, we have
investigated the relationship between the average monthly return of the past 1,3 and 5 years and the
monthly average return for the next 1 year. As the selected ex post return period shortened (for 1 and
3 years), it was found a negative correlation between the realized and ex ante return (mean reverse

property).

For the 5-year period of ex post return, a relationship,which is positive but very close to zero
(unrelatedness), was found between the realized and ex ante return. In summary, there was no the
same way correlation between the realized return of 1,3 and 5 years and the ex ante return.This
suggests that historical returns are not a good estimator of expected return.These results confirm that
financial models such as MPT and CAPM, which use historical return as a proxy of estimated return,
require a modification in which historical return is not used as a proxy of estimated return.

Keywords: Ex post Return, Realized Return, Estimated return, Ex ante return, Modern Portfolyo
Theory
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Abstract: Books written in scientific fields are one of the most important educational materials for
both students and educators. Today, the fact that the phenomenon of robotic process and globalization
is rapidly developing in the science, technology, production and service sectors, the structure of the
scientific fields is also affected synchronously from this development and change. As a result of this
study, alternative chapter titles are suggested for new books which will contribute to the related
literature.

The main aim of the study is to examine the national and international printed books written in the
field of managerial accounting and to evaluate the new management approaches from the past to the
present. In this study, there are 12 national books and 7 international academic books published in the
field of management accounting. The contents of the related books are presented as a table in the
study. As a result of this evaluation, it is tried to determine the differences and similarities of the
related books in the literature.

In the world of academia, scientific disciplines are separated by sharp boundaries, and at the same
time, they are progressing in an interrelated structure. For this reason, it is important to be able to
update the works written in the context of digital transformation in cooperation with different
disciplines. The results of the study are presented by the researchers with the proposal of the sections
which are the current and current section titles for the newly published books which will contribute to
the literature. The main conclusion of this study, researchers put forward a suggestion about new
topics which are the section of management accounting.

Keywords: Management Accounting, Accounting Education, Scientific Book.
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Abstract: This research reported in this article examines the influence of the organisational context
of firm on its entrepreneurship, specifically, this study examines how the organisational context
variables of age, size, resources and competitive strategy affect entrepreneurship and in particular,
innovation, proactiveness and risk-taking. Results from a sample of 62 forms showed, as hypothesed,
the significant influence of resources and competitive strategy on entrepreneurship. Although the
need to innovate has always existed, this has been accentuated in recent years due to the
acceleration of technological change and growing worldwide competition.

By entrepreneurship | understand any behaviour, which includes high scores on the dimensions of
innovation, proactiveness and risk-taking. The first antecedent of entrepreneurship can be found in
Schumpeter's concept of "entrepreneur" in 1912 in his work "Theorie der Wirtschafilichen
Entwicklung”. As is well known. For this author "entrepreneurs" are individuals in charge of
managing and carrying out new combinations.

Consequently, the aim of this research study is to analyse the relationship between the
characteristics of the organisational context (size, age, resources and competitive strategy) and its
degree of entrepreneurship. To this end, after presenting the theoretical bases and the applied
methodology, | present the results of the empirical research, conducted on a sample of 30 SMEs,
ending with the main conclusions to be drawn from the study. Before formulating and testing the
hypotheses up-holding this line of research, some of the concepts used will be clarified.

Key Words: organizational dynamics, corporate entrepreneurship, organizational context, innovation,
proactiveness

INTRODUCTION TO ENTREPRENEURSHIP

Miller (1983) suggests that a firm presents entrepreneurship if it “carries out product-market
innovations, takes risks and behaves proactively and aggressively”. Numerous researchers have this
conceptualisation in their works, for example, Covin and Slevin (1989), Schafer (1990) and Naman
and Slevin (1993), among others. Entrepreneurial literature uses risk-taking upon comparing the
entrepreneur to the self-employed worker. Cantillon (1755), one of the first authors to formally use the
term entrepreneurship, pointed out that the main factor differentiating entrepreneurs from employed
workers was the uncertainty and risk taken by the former. From them onwards, risk-taking is one of
the most commonly used concepts by researchers to describe entrepreneurship (Dean et al., 1993).
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Regarding innovation it should be pointed out that Schumpeter (1912, 1942) was one of the first
economists to emphasise the role of innovation in the process. Schumpeter referred to the process of
creative destruction, by which wealth is created when the existing market structures are destroyed by
the introduction of new products or services, which caused the growth of new companies. The key to
this cycle of activity was entrepreneurship: the introduction of “new combinations” which brought
about the dynamic evolution of the economy. Therefore, innovation becomes an important factor used
to characterise entrepreneurship (Zahra and Covin, 1995).

FORMULATION OF THE HYPOTHESES

Research suggests that the organisational context is significantly related to entrepreneurship. Inthis
sense, | will analyse the influence of the age, size, resources and competitive strategy of thefirm on its
degree of entrepreneurship.

Organisation age

The research literature indicates that the effects of organisation age on the capacity for entrepreneurial
activity in the form of innovation are similar to those of size. As organisations grow older there are
pressures, similar to those exerted by size, to increase formalisation and standardisation to maintain
internal consistency (Aldrich and Auster, 1986). The entrepreneurial activity that characterises new
organisations tends to disappear as organisations grow older. It is the choice of leadership to recreate
or protect adaptive processes to ensure systemic innovation. Among the perils of organisational age
are the learned capacity to focus on routine problems (Starbuck, 1965), the use of ritualised
programmes to monitor problems (Meyer and Rowan, 1977), ignoring critical external information
and the increasing detachment of upper management from those personally closely connected to the
environment (Aldrich and Auster, 1986).

In accordance with the above, | propose the following hypothesis:

Hypothesis 1: The older the firm, the lower its degree of entrepreneurship. The hypothesis is based on
a combination of three sub-hypotheses: Hypothesis la: The older the firm, the greater its risk
aversion. Hypothesis 1b: The older the firm, the lower its proactiveness. Hypothesis 1c: The older the
firm, the lower its innovativeness.

Hypothesis 2: The larger the firm, the lower its degree of entrepreneurship. The hypothesis is based
on a combination of three sub-hypotheses: Hypothesis 2a: The larger the firm, the greater its risk
aversion. Hypothesis 2b: The larger the firm, the lower its proactiveness. Hypothesis 2c: The larger
the firm, the lower its innovativeness.

Hypothesis 3: The more resources a firm has, the greater its degree of entrepreneurship.

The hypothesis is based on a combination of three sub-hypotheses: Hypothesis 3a: The more resources
in the firm, the lower its risk aversion. Hypothesis 3b: The more resources in the firm, the greater its
proactiveness. Hypothesis 3c: The more resources in the firm, the greater its innovativeness.

Hypothesis 4: Firms presenting a differentiation strategy are more likely to adopt entrepreneurship
than those formulating a strategy based on cost leadership.

The hypothesis is based on a combination of three sub-hypotheses:

Hypothesis 4a: Firms presenting a differentiation strategy are more likely to take risks compared to
those formulating a strategy based on cost leadership.

Hypothesis 4b: Firms presenting a differentiation strategy are more likely to detect new opportunities
compared to those formulating a strategy based on cost leadership.

Hypothesis 4c: Firms presenting a differentiation strategy are more likely to innovate than those
formulating a strategy based on cost leadership.

Formulation of the hypotheses studying the influence of the environment
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In order to ascertain the conditions in which the relationship between organisational characteristics and
entrepreneurship is stronger, | analysed the effect of dynamism, hostility and heterogeneity of the
environment. The reason for using these control variables lies in the fact that environmental changes
create a greater need for entrepreneurship. For example, Miller and Friesen (1982) in their study on
innovators or, in our terminology, entrepreneurship and conservative managers found greater degrees
of hostility and heterogeneity in the surroundings of the former. In a similar way, Miller and Friesen
(1983) noted the existence of a significant relationship between dynamism, hostility and heterogeneity
and entrepreneurship among successful managers. Zahra and Covin (1995) proposed a nexus between
the perception of environmental uncertainty and change in the manager’s competitive strategy. Finally,
Zahra (1993) also remarked that entrepreneurship was related to environmental dynamism and
complexity.

Then, the study considered two possible influence of the environment on entrepreneurship. First,the
levels of both the organisational characteristics and the entrepreneurship may be higher in more
dynamic, hostile and heterogeneous environments and secondly, the relationship between
organisational characteristics and entrepreneurship may depend on the control variables.

This enables proposing hypotheses “a” and “b” in each of the dimensions.
Dynamism

The more dynamic the environment the greater the need for entrepreneurship and the more likely it is
that firms will be entrepreneurial. On the other hand, entrepreneurial firms are often found in dynamic
environments because their managers prefer rapidly growing and opportune settings; settings which
may have high risks as well as high rewards. Such firms may even be partly responsible for making
the environment dynamic by contributing challenging entrepreneurial performance (Peterson and
Berger, 1971).

This enables proposing the following hypotheses:

Hypothesis 5a: The relations described in Hypotheses 1-4 are stronger in a more dynamic
environment.

Hypothesis 5b: The levels of the variables described in Hypotheses 1-4 are higher in a more dynamic
environment.

Hostility

The more hostile the environment, the greater the need for entrepreneurship and the more likely it is
that firms will be entrepreneurial. When competitor’s products change rapidly or when customer needs
fluctuate, there are more entrepreneurial behaviour. On the other hand, because entrepreneurship
prompts imitation, the more entrepreneurial the firms the more hostile their environments can become.

This enables proposing the following hypotheses:
Hypothesis 6a: The relations described in Hypotheses 1-4 are stronger in a more hostile environment.

Hypothesis 6b: The levels of the variables described in Hypotheses 1-4 are higher in a more hostile
environment.

Heterogeneity

Firms operating in many different markets are likely to learn from their broad experience with
competitors and customers. They will tend to borrow ideas from one market and apply them in
another. The greater the heterogeneity, the greater the probability that entrepreneurial behaviour

will be proposed. Of course, diversity in organisation increases with environmental heterogeneity.

On the other hand, entrepreneurship is also likely to be positively correlated with heterogeneity
because entrepreneurial firms are more likely to come up with products and services that can be
exploited in different markets (Chandler, 1962).

Moreover, entrepreneurship may cause heterogeneity. This enables us to propose:
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Hypothesis 7a: The relations described in Hypotheses 1-4 are stronger in a more heterogeneous
environment.

Hypothesis 7b: The levels of the variables described in Hypotheses 1-4 are higher in a more
heterogeneous environment.

SAMPLE CHARACTERISTICS

The basic information of this study comes from a sample made up of 62 firms, the size of which
ranges from 5 to 500 employees, where SMEs with 50 can be classified as SMEs (adopting this
concept of SME obeys the criterion adopted by the European Observatory of SME. Although
morerecently, the European Commission has dictated that within the subject of SMEs will be
includedthose organisations meeting the following three requirements: not employing more than 250
employees, a turnover of less than 40 million ECU and independence). All the firms surveyed operate
in the South African national territory and develop their activities in different industrial settings:
tourism, mining, construction, food, wood, paper, chemicals and transport among others. The average
number of employees of these firms is almost 81. (Only 4% of the firms in the sample considered
employ between 250 and 500 employees.) The average age of the firms is 25 years. This is
representative of the South African firms, because most of the firms are small and mature.

RESEARCH VARIABLES

The database used in this research study has its origin in a questionnaire designed referring to themain
studies undertaken in this field at an international level. The survey consists of a set of itemsmeasuring
variables of a diverse nature. In particular, the information used in this study is organised in two
blocks. The first block measures the firms’ entrepreneurship. The second block — concerning the
organisational characteristics — includes indicators of their size, age, resources and competitive
strategy and the third block measures the environment’s characteristics. With the exception of the
firms’ size and age, which were measured by means of quantitative variables, the rest of the
information was measured by five-point Likert-scales.

Regarding entrepreneurship, the items constituting this scale are those of innovation, risk-takingand
proactiveness, which have been employed in numerous previous works (Dess et al., 1997).
Entrepreneurship is measured by the sum of three indicators (Dean et al., 1993; Thomas et al., 1991).
Since the items of this scale place emphasis on different aspects of strategic position (innovation,
proactiveness and risk-taking) they were validated by a factor analysis. Validity by factor analysis is a
form of corroborating the validity of the scale. The high score in the factor suggests that, although the
items are focused on different strategic aspects, they are empirically related and constitute a uni-
dimensional strategic orientation. All the items scored over 0.5 in the same factor, indicating that it is
appropriate to combine these items in the same scale. Similarly, a Cronbach alpha coefficient of
0.7217 was obtained for the items making up the scale.

Regarding the availability of resources, information was collected on the following variables:
Availability of capital, human resources, materials and managerial competence.

Spearman correlations between the variables constituting entrepreneurship

1. Risk-taking

2. Innovation
3. Proativeness
4. Entrepreneurship 1.00

As for the competitive strategy, information was gathered in relation to the following variables:

Importance of price undercutting, Importance of innovations, Importance of minimising advertising
costs, Importance of quality, Importance of being the first mover, and Importance of advertising. To
measure dynamism | added the score obtained in each of the following items:

a. Need to introduce technological innovations,
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b. Need to introduce New marketing policies,
C. Product obsolescence ratio,
d. Degree of customer preference and Degree of competitor action prediction (Miller and

Friesen, 1982; 1983).
To measure hostility | added the score obtained in each of the following items:

a. Threat of price competition,
b. Threat of product quality competition,
C. Threat of product innovation competition and Threat of potential market reduction (Miller and

Friesen, 1982, 1983).
To measure heterogeneity | added the score obtained in each of the following items:

a. Differences in consumer habits,

b. Differences in the marketing strategies and policies used,

C. Differences in the nature of the competition and Differences in the technology employed
(Miller and Friesen, 1982).

MEASURES

Data were collected from multiple sources, as follows:

1. Corporate Entrepreneurship.

A modified version of Miller's (1983) 7-item measure was used to capture the firm's entrepreneurial
activities. A 5-point scale (1= very untrue vs. 5= very true) was used. Executives were asked to
indicate the extent to which each item applied to their entrepreneurial operations over the preceding 3-
year period. Executives were also given the opportunity to indicate “not applicable” when responding
to the survey. Previous researchers also found this measure to be reliable (Covin & Slevin, 1991;
Werner et al., 1996; Zahra, 1991) and valid (Knight, 1997). Responses to the measure's seven items
were averaged, and the mean was then used in the analysis. The CE scale was reliable (D =.78).

Items for the CE scale were: This company shows a great deal of tolerance for high risk projects; this
company uses only “tried and true” procedures, systems, and methods (reverse scored); this company
challenges, rather than responds to, its major competitors; this company takes bold, wide-ranging
strategic actions, rather than minor changes in tactics; this company emphasizes the pursuit of long-
term goals and strategies; usually, this company is the first in the industry to introduce new products to
the market; and this company rewards taking calculated risks.

Four additional analyses, using data from secondary sources, were performed to validate the CE
measure. Validation data were obtained from COMPUSTAT, Fortune 500, Global Business 1000,
Global Scope, and Forbes. The first analysis examined changes in the firm's diversification over a
three-year period, a construct related to corporate venturing (Porter, 1987). The ratio of the firm's
foreign sales to its total sales was used, as has been done in past research. The correlation between this
ratio and the Corporate Entrepreneurship index was positive and significant (r=.59, n= 65, p<.001).

The second validation analysis followed the literature by constructing an entropy measure of corporate
risk. Risk taking was a key approach to corporate venturing (Porter, 1987). The change score measure
over a 3-year period was positively and significantly associated with CE (r=.71, n=53, p<.001).

The third analysis focused on measures of proactiveness, a key component of CE (Miller, 1983).
Given that Morck and Yeung (1991) suggest that advertising is an important measure of proactiveness,
a company's advertising in foreign markets was positively and significantly correlated with CE (r=.57,
n=.61, p<.001), supporting the validity of the CE measure.

The fourth analysis focused on R&D spending, a measure of innovation (Morck & Yeung, 1991). The
3-year average R&D score (for the firm's operations) was positively and significantly correlated with
CE (r=.53, n=58, p<. 01), which supported the validity of the CE measure.

2. Hostility.
39



V. International Symposium on Accounting and Finance

ISAF 2019
While several indicators of perceived hostility have been used in prior research (Dess & Beard, 1984),
the measures developed and validated by Miller and Friesen (1984) were employed in this study.
Executives were asked to evaluate their entrepreneurship based on their organizational context using
six items: age, resources, skills, size, access to channels of distribution and access to skilled labour.
Responses to the six items were averaged, and the mean was used in the analysis. The international
business environmental hostility (hereafter “IHOST”) scale had a Cronbach D of 70.

CONCLUSIONS

The aim of this study has been to evaluate the influence of the organisational characteristics on afirm’s
entrepreneurship. The results suggest that the resources and competitive strategy of a firmhave a
certain influence on this behaviour. In this sense, there exists a positive relation betweenavailability of
resources and entrepreneurship. More specifically, the human and financial capitalencourages
entrepreneurship. From a strategic point of view, it is the firm, which compete using differentiation,
which develop a greater degree of entrepreneurship, compared to the firms competing using cost
leadership. No significant differences were obtained in relation to age and size.

Furthermore, we cannot conclude the greater impact of the strategic and organisational characteristics
on entrepreneurship of those firms operating in the more dynamic, hostile and heterogeneous
environments. The results enable us to think that there are the levels of the variables, which are,
generally, higher in more dynamic, hostile and heterogeneous environments. The findings from this
study can contribute to a better understanding of entrepreneurial activity in organisation. The research
supports many of the propositions and findings in the literature on entrepreneurship. The study is
important in that provides multi-level data. The results may stimulate future research in several
directions. First, the strategy concepts explored and used were validated but how useful are the
concepts in practice?

The study was conducted with empirical data collected in 2017 from small firms in South Africa.
Interpretations should be made with these facts in mind, but is it possible to make generalisations to
other countries, time periods and firm sizes? In some aspects, relationships varied with firm size, the
South African small business environment probably differ from what is found in other countries
(Gnyawali and Fogel, 1994) and the economy and challenges for firms in the mid-1990s were different
from the years before. | still think that the findings can be generalised beyond the empirical setting,
but they should be subject to validating research in other settings.
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Abstract: The main objective of the paper is to evaluate the level of digital transformation of existing
e-services at municipal level in Macedonia. The focus of interest in this research are the e-services
related to the following three functionalities: 1) transparency and accountability, 2) communication
with the citizens and companies, and 3) approvals, permits and other services. The research was
conducted through on-line observation of the websites of the municipalities in Republic of Macedonia,
and a separate set of indicators have been defined for each of the three studied functionalities.
According to the research, the application for ‘“issuing and monitoring construction permits” is the
most dominant e-service in the municipalities in Republic of Macedonia, followed by “Publishing the
budget of the municipality for the current year” and “Publishing the minutes and adopted decisions of
the Municipal Council”.

Keywords: Digital transformation, e-services, municipal services, municipal e-services

INTRODUCTION

According to Janevski at al. (2014: p.21), the concept of the development of e-services (at the central
and local level) has the goal to:

- promote transparency,efficiency and effectiveness in the delivery of public services to the
citizens and businesses, as well as to

- improve communication between the public, private and civil sector.

In the process of introducing e-services, for the purpose of providing greater benefits for the citizens
and the business sector from their use, it is necessary to simplify the procedures, increase the degree of
interactivity and feedback by the public authorities responsible for delivering the services in the
traditional way and electronically, as well as to take care for improving the stability, availability and
security of the e-services.

Otherwise, digitalization is defined as “adopting or promoting the use of digital or ICT technologies
by an organization, industry, country, etc.” (Brennen & Kreiss, 2014). In the wider sense, it is defined
as “economic and social transformation triggered by the massive adoption of digital technologies to
generate, process, share and transact information” (Katz et al., 2014). The process of delivering e-
services consists of the following levels: (1) information, (2) one-way interaction, (3) two-way
interaction, (4) transactionand (5) personalization (Capgemini, IDC, Rand Europe, Sogeti & Dti;
2010).In the Republic of Macedonia, following the example of EU members, 20 referential e-services
were being benchmarked a longer time (of which 8 intended for businesses, and 12 for citizens) and
the value of the indicators ,,online sophistication™ and ,,full online availability were measured and
compared with other countries.
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Prioritizing in the implementation of e-services is important in order to enable governments to achieve
better allocation of resources in selecting between options for investing in various e-services. In the
selection of these priorities, consideration should be given to the following aspects (World Bank,
2006; p.2):

1. Structure and manner of managing the process of introducing e-services
2. Cost and benefit analysis of the individual e-services

3. Framework for determining priorities — criteria, risks and stakeholders.
METHODOLOGY

The research has the goal to analyze the e-services that are delivered by the municipalities in the
Republic of Macedonia, from the aspect of the following 3 categories of functionality:

1. Transparency and accountability
2. Communication
3. Approvals, permits and other services

The research was conducted by using the following 2 research instruments:

1. Interviews — carried out in the phase of preparing the methodology of this research with
representatives of several municipalities in the Republic of Macedonia. The interviews were carried
out in the period from 10.10.2018 to 23.11.2018 in the municipalities: Tetovo, Cesinovo, Veles and
Dojran. Individual interviews were also realized during the observation of the websites of the
municipalities in the Republic of Macedonia, for the purpose of checking and verifying the results
received from the observation process.

2. Online observation of the websitesof the municipalities in the Republic of Macedonia —
perfumed by one observer in the period from 24.11.2018 to 02.12.2018. The addresses of the websites
of the units of local self-government were downloaded from the list of municipalities with their
contacts available at ZELS’s website (wWww.zels.org.mk), where all municipalities in Republic of
Macedonia are members. The following 11 indicators were determined for observing the three
functionalities given above:

a. The following 4 indicators are defined for the functionality Transparency:

11 — Timely publication of the agenda of the council sessions

12 — Have all public procurements been published

I3 — Has the budget for the current year been published

14 — Have the minutes and adopted decisions of at least the last three meetings of the municipal
council been published

b. The following 3 indicators are defined for the functionality Communication:

15 — E-form for reporting problems

16 — Possibility for asking the mayor questions

17 — Availablee-mailcontacts of municipal employees

C. The following 4 indicators are defined for the functionality Approvals, permits and other
services:

18 — Applications for issuance and monitoring of construction permits

19 — Forms for registration of property tax

110 — Publishing job announcements

111 — Online request for obtaining B integrated environmental permit

Each of the indicators takes one of the following 3 values:

- 1 — on the observed website, the e-service that is being researched through the concrete
indicator exists

- 0- on the observed website, the e-service that is being researched through the concrete
indicator does not exist

- 0.5 — on the observed website, the e-service that is being researched through the concrete
indicator is incomplete / irregular

Of the indicators for each researched category of functionality, 3 indexes have been created as follows:
- Itr — Index of Transparency,

- lco — Index of Communication,
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- Iap— Index of Approvals/Permits.

The research was conducted on the entire population of the municipalities in the Republic of
Macedonia. All (N=81) local self-governments in Republic of Macedonia were included, that is, their
websites, of which 44 are based in a city (including here the City of Skopje as a special unit of local
self-government and the 10 municipalities in the City of Skopje), while 37 are local self-governments
based in a village.*

FINDINGS

Not a single municipality offers all 11 e-services, i.e., it does not offer them by caring for their
completeness and constant updating. As shown in Figure 1, the most services are 9 offered by one
municipality based in a village (llinden) and one municipality based in a city (Resen), while 7 e-
services are offered on the websites of one municipality based in a village (Krivogastani) and 3 based
in a city (Gazi Baba, Delcevo and Radovis).

16 15

14

12

10
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Figure 1 — Distribution of number of e-services (of the 11 analyzed) that are offered by
municipalities

A little over 50 percent of the analyzed e-services (six of the analyzed 11) are offered on websites of 5
municipalities based in cities (City of Skopje, Negotino, Ohrid, Probistip and Strumica).

! According to the Law on Territorial Organization of the Local Self-Government in the Republic of Macedonia,
Official Gazette of the Republic of Macedonia No. 55/2004, 12/2005, 98/2008 and 106/2008.
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Figure 2 — Distribution of the number of e-services (of the 11 analyzed) that are NOT offered in
municipalities completely and updated

Figure 2 shows the number of municipalities that do not offer an appropriate number of e-services of
the analyzed 11 included with this research. Worrisome is the fact that as much as 15 municipalities (3
based in a city: Saraj, Kavadarci and Struga; and 12 based in a village: Brvenica, Vasilevo, Dolneni,
Zelenikovo, Konce, Lipkovo, Lozovo, Mogila, Plasnica, Tearce, Centar Zupa and Cucer Sandevo) do
not offer a single one of the analyzed 11 e-services on their websites, more specifically, they do not
offer them in a manner that is committed to providing them regularly and completely to the users.
Additionally, 10 municipalities (1 based in a city: Shuto Orizari; and 9 based in a village: Bogovinje,
Gradsko, Debarca, Karbinci, Petrovec, Rosoman, Sopiste and Staro Nagoricane) do not offer 10 e-
services, while 11 municipalities (4 based in a city: Butel, Gjorce Petrov, Vinica and Makednoski
Brod; and 7 based in a village: Zhelino, Zrnovci, Novaci, Novo Selo, Studenicani, Caska and
Cesinovo-Oblesevo) do not offer 9 of the analyzed 11 e-services.

Table 1 shows the number of municipalities that offer an appropriate number of e-services that they
deliver to their users incompletely or irregularly.

Table 1 — Distribution of The Number of e-Services Offered By The Municipalities
That Are Not Updated

Number of incompletely updated
e-services Based in:

City Village Total
0 20 27 47
1 16 9 25
2
3 1
Total 44 37 81

Hence, it can be seen that in 3 municipalities (2 based in a city: Karpos and Bitola; and 1 based in a
village: Jegunovce) as many as 3 of the 11 analyzed e-services are delivered in such a way that are not
complete or always updated, which can cause serious problems for those using these services.
Additionally, 6 municipalities based in a city have 2 that are not updated or are incomplete e-services
(Gazi Baba, Centar, Valandovo, Veles, Debar and Prilep) and 25 municipalities (almost a third of all
the municipalities), of which 16 based in a city and 9 based in a village, have one e-service that is not
updated or is incomplete.

From the analysis of the respective indicators, it can be noted that the most prevalent e-service in the
municipalities in the Republic of Macedonia is the Application for issuance and monitoring of
construction permits (indicator 18), which is offered by 42% of all municipalities in the Republic of
Macedonia. This is followed by Publishing the budget of the municipality for the current year
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(indicator 13) and Publishing the minutes and adopted decisions of the municipal council (indicator
14), which are offered by 35.8% of all the municipalities in the country.

The most common e-services in municipalities based in a city are: Application for issuance and
monitoring of construction permits (indicator 18), which is offered by 56.8% of all municipalities in
the Republic of Macedonia based in a city, followed by Publishing the minutes and adopted decisions
of the municipal council (indicator 14) with 54.5% and Publishing the budget of the municipality for
the current year (indicator 13) and the E-form for reporting problems (indicator 15) with 45.5%.

In municipalities based in a village, the most common e-services that 27% of them offer is Publishing
job announcements (indicator 110), followed by the e-services Publishing the budget of the
municipality for the current year (indicator 13) and the Application for issuance and monitoring of
construction permits (indicator 18), which is offered by 24.3% of the municipalities based in a village.

From the analysis of the values of the standard deviations for all three indexes, a greater deviation
from the mean value can be pointed out: in municipalities based in a city in the Itrindex (Std. dev. =
1,13), and among municipalities based in a village in the Icoindex (Std. dev. = 0,89). This may be due
to several reasons: different priorities of the local authorities in determining which e-services are
important for their users; greater deviations in the necessary resources for providing these e-services,
including here finances, skills, knowledge, technical and organizational infrastructure, and others;
lacking clearly identified guidelines for determining the priorities in introducing e-services at the local
level that are based on clear, unambiguous and proven criteria; lack of clear and written procedures on
ownership and managing the services that the municipalities deliver to their users; the different
affinities and needs of the users from municipalities based in a city from those based in a village and
etc.

This situation can be improved significantly with a greater exchange of experiences between the
municipalities from the process of implementing the specific e-services, as well as the identifying and
disseminating of good practices from the world and from the municipalities in the Republic of
Macedonia from the introduction of e-services at the local level.

CONCLUSIONS

In the municipalities in the Republic of Macedonia, there is still much room for progress in the
digitalization of e-services. It is worrying that not a single municipality offers all of the analyzed 11
services in a consistent manner, taking care for them to be on time and updated. The low awareness of
the local administration on how important it is to offer updated digitalized services to their citizens and
enterprises, as well as the small pressure that the local public is putting on the local self-government,
are probably one of the most important reasons for such a situation.

The research in the future should include also an analysis of the digital skills of the local
administration, but also of the citizens and local businesses. Furthermore, in the future it would be
interesting, in the context of digitalization of the local government services, to analyze the websites of
the municipalities from the aspect of how much and in which way they offer access to so-called open
data, and what are the local policies for establishing of data sets that have an open character.
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Abstarct:It’s notified that managers need cost management tools in order to make right decisions, so
the aim of this paper is to clear up whethertraditional or contemporary cost management tools are
more used by hospitality enterprises in the Republic of Macedonia

Having on mind that tourism industry is becoming one of the rapid growing industry in the world,
Macedonia has to be in trend with those changes as small and open economy. Hospitality enterprises
should stress their attention on many questions, but very important one is the question related to
managing of financial resources on optimal level to survive and to reach their main goals. Luck of cost
control or luck in implementation of different possible tools for cost management in hospitality
enterprises leads to unfavorable performance results especially in those industries where costs are on a
very high level, or they are important part of the final price of products and services.

For that purpose, theoretical and empirical questions will be treated in this paper. For the empirical
research, for gathering data, structured questionnaire has been used. Conclusions will shed light on
hospitality enterprises and contribute to their performance improvement.

Key words:cost management, hospitality industry, cost, enterprises, Republic of Macedonia.

INTRODUCTION

One of the rapid growing industries in the recent period is tourism industry. With the attendance of
alternative tourism, the boom of mass tourism becomes a widespread. “Destinations around the world
welcomed 956 million international tourists between January and September 2016, according to the
latest UNWTO World Tourism Barometer. This is 34 million more than in the same period of 2015, a
4% increase” (according to WTO data)This data emphasizes the importance of tourism industry,
worldwide. At the last decade tourism is one of the rapid growing industries in Macedonia, also.

So, general and special conditions of the Republic of Macedonia are forcing tourism enterprises, for
challenging, on one hand and on the other hand, there is very big competition pressure affecting the
choices and activities of such enterprises. In that context, it is necessary to utilize resources in more
efficient and effective way, or enterprises should more emphasis on cost management system.

Cost management can be generally considered as a set of techniques and methods for controlling and
improving an enterprise activities and processes, its products and services, in order to achieve cost
effectiveness (cost reduction, substitution and value improvement) by collecting, analyzing, evaluating
and reporting cost information for budgeting, estimating, forecasting and monitoring costs, in order to
assist decision making.

51



V. International Symposium on Accounting and Finance

ISAF 2019
Having on mind that, there is a little research papers for identifying of cost management systems
among hotels or limited number of studies about the case of Macedonian hospitality industry related to
cost management issues, the purpose of these paper is to determine traditional and contemporary cost
management systems utilized by Macedonian hotel enterprises.

METODOLOGY

Taking into account the main purpose of this paper, notifying which cost management tools are used
by hospitality enterprises in the Republic of Macedonia and clearing that managers need cost
management tools in order to make right decisions, there was a need of empirical data. The most
convenient way for gathering data was conduction of structured questionnaire separated in 2 parts.
First part of questionnaire refers to general information of hospitality enterprise and the second one is
oriented to questions related to identifying: are there any implementation of cost management systems
in such enterprises and/ or which cost management tools are used by hospitality enterprises in the
Republic of Macedonia. By gathering general information, it can be acquired knowledge about the
status of the hotel as: location, categorization, ownership, type of service, number of employees etc.).
Furthermore, by collecting and analyzing data from the second part of the questionnaire one can
acquired knowledge about the implementation of traditional cost management systems as: financial
analysis, standard cost, break-even analysis) visa vie contemporary cost management systems (above
mentioned methods/ systems).

With the aim to collect more representative data for the purpose of the paper, in conduction of
questionnaire during the 2018 year, main focus was on hotels that belong to lower category vis a vie
hotels that are highly ranged (scaled), with a full focus on hotels that are part of hotels chain.

FINDINGS

According to the Sector tourism review done by Ministry of economics of the Republic of Macedonia,
by the end of 2018 year there were at total 231 categorized hotels in the Republic of Macedonia. 2
Only 7 of them are a part of world hotels chain, from which 4 hotels belong to hotel consortiumand
others are independent. Also, although the total number of hotels in the country is quite large
(satisfactory), the presence of international chains absents or it is less than 4% of total.

After collecting and analyzing data there are summarized the following results. According to the
findings, most of the analyzed hotels are familiar with traditional cost management systems and only 5
hotels that are a part of international hotels chain are implementing contemporary cost management
systems for cost control and decision making.

The most well-known and preferred technique is break-even analysis, around 80% of the hotels are
implementing this system. Having on mind that implementation of one technique/system of cost
management doesn’t exclude the implementation of the other one. Other traditional techniques are
utilized in less than 45% or respectively: standard costing 34%, financial analysis 60%,
product/service profitability approximately 55% and other techniques around 23%. A part of the
responders, mostly lowly categorized hotels appointed that they are not familiar with none of the
techniques. As the results show we can argue that modern, contemporary technigues are not well
known or welcomed by hotel managers (83). Some of them are a little familiar with one or two
contemporary cost management systems, but have not enough knowledge for their implementation.

What refers to hotels included in the research and at the same time are a part of international hotels
chain, they have a different approach in cost control systems. All of them are implementing
contemporary cost management techniques, and they prefer utilizing of: activity-based costing method
with 80 % of them, combining with value chain analyses (40%) and 40% of them with total quality
cost system. Rest of the hotels are using target costing in combination other contemporary techniques
as target costing method.

2www.economy.gov.mk (15.12. 2018)
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CONCLUSIONS

In this paper we discussed the implementation of different, traditional and contemporary cost
management techniques in enterprises of hospitality industry in the Republic of Macedonia. For that
purpose, empirical research was done, by conduction of questionnaire.

The main conclusion is that either contemporary techniques have a better contribution in decision
making and performance of hotels, most of the hotels included in the research are not familiar or have
some poor knowledge of them and for their opinion, there is still not time for implementation of
contemporary techniques. Long period of time they are oriented to traditional cost management
systems and there will be need of a long period of time for them to introduce with other techniques
and much more period for their implementation in most of them.

Acquired results from the research direct to the recommendation for better awareness of managers of
hotels that are not a part of hotels chain for benefits of contemporary cost management techniques in
decision making and making different efforts for being more familiar with them from theoretical and
practical aspect.
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Abstract: This study theoretically discusses concordat and the concordat commissariat as a topic of
current interest in Turkey. In addition, the interaction of concordat and the concordat commissariat
with the independent audit report was analyzed. Furthermore, in order to support the theoretical
information, an example of an independent reasonable assurance report for a preliminary concordat
project for debtors was discussed in detail.

Key Words:Concordat, Concordat Commissariat, Preliminary concordat project, Independent
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Abstract: The study was conducted on financial reporting and financial auditing in Afghanistan,
which has been used based on secondary data and have analyzed in a qualitative manner. For this
purpose the secondary data were collected from website and different scientific base international
journal. According to the finding of this research output referring to regulations and previous studies,
it’s right to say that there is a financial reporting and financial auditing system in Afghanistan that,
after 2003,it has been trying to implement international accounting standards and international
auditing standards with the cooperation of international community. Therefore, it should be improved.
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INTRODUCTION

This study examines the financial reporting and financial auditing system in Afghanistan at
state-owned and mixed enterprises and private companies. It is evident that financial
statements to provide funding for enterprises and information for decision makers and
audiences is essential (Celik, 2017, p. 191).As well as Afghanistan, after three decades of
conflict, has been on the construction with the partnership of international societies, is
ultimately dependent on foreign sources (Williams, 2018, p. 28).And the international
community's first urge to Afghanistan is transparency in reporting, which itself requires a
united system between departments and organizations in Afghanistan.Hence, the research
seeks to answer the question of whether there is a financial reporting and financial auditing
system for state-owned and mixed enterprises (SOEs) and small and medium enterprises
(SMEs).

Based on the studies carried out in this topic, the past researches on this topic are pale and the
available data are less. Therefore, studies on this subject are briefly presented, including the
article "Fair Value Accounting in Afghan Banks". Fair value accounting research based on
international financial reporting system (IFRS) is discussed in this article .The researcher has
compared 30 surveyed banks in Afghanistan with collected data of 29 banks in Europe and
has searched for cases like; importance and the using of fair value based on International
financial reporting system between the years (2009-2011). In this study, the primary and
secondary data was used.This results leads to lack of use of the fair value accounting and the
international financial report system in Afghanistan than Europe show, a new and less
experienced of the banking system and the employees of the reporting system of international
finance, the new banking system, the lack of staff experience in the use of the international
financial reporting system, the lack of active capital markets, unregistered money dealers, and
the lack of willingness of people to save there capitals in banks in Afghanistan are listed as
the reasons (Mandozai, 2016).
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The study, entitled " Accounting norms in Afghanistan and the people who apply them: an
empirical investigation of accounting staff’'s characteristics in Afghan enterprises and
implications for future regulation and staffing™ has been done in 106 companies based on size,
sectors and scope of operation.The research focused on accounting norms and accountants
characteristics. As a result, the researcher verifies legal cases for the requirement of financial
reporting statements for all enterprises in Afghanistan accordingly state-owned and mixed
enterprises (SOEs) should reporttheir financial statements based on the international financial
reporting system (IFRS) and the absence of a clear standard for small and medium enterprises
(SMEs). They use traditional and deferent norms with the mostly high school graduated
accountants (Yamayee, 2017). By obtaining information from these articles, laws and
regulations of Afghanistan, official website and official publication of the relevant ministries
and relevant institutions, the existence of accounting standards, especially for financial audits
and financial audits, can be proven.

As this study is on financial reporting in Afghanistan, therefore, the following Question going to be
answer in this study.

Is there any financial reporting system in Afghanistan?

If yes by whom and how it have been auditing?

METHODOLOGY

This research has been conducted to see financial reporting and auditing system in Afghanistan,
According to the major problems with the lack of online access to historical and scientific books via
the Internet in Afghanistan, this research was carried out using secondary data which is obtained from
the library, official websites and publications of the ministries of the Islamic Republic of Afghanistan
and related organizations in a qualitative and descriptive manner.Therefore, the research has only
processed information which have been obtained by using the mentioned methods at the capacity of
the researcher. This data includes, two scientific articles related to subject matter, rules and
regulations, books and scientific journal.

That, itself, shows the lack of a sound reporting system for public access to information resources,
especially accounting and financial reporting in Afghanistan.

FINDINGS

The Islamic Republic of Afghanistan after 30 years of war and chaos in 2002(after Bon conference)
with the help of its international collaborators and global donors working for a stable and legitimate
Afghanistan (Yamayee, 2017, p. 2).0n the other hand, Afghanistan as a country and active companies
in this country as organizations needs financial resources therefore they have to get the attention of
donors and investors, this is not possible except through a healthy and transparent reporting that can be
used by its audience meaningful and reliable (Williams, 2018, p. 27).While financial systems,
especially financial accounting systems, provide lots of information that investors, managers and their
owners can evaluate the performance of the organization. For The Afghan government and active
companies in this country are necessary to communicate with each other and the outside world for
resources that they need, accordingly first of all they need accounting and accountability norms that
need to be adjusted (Yamayee, 2017, p. 3).

As the definition of accounting helps, the presentation of information about the economic and
commercial transactions of the organization is one of the most important elements of accounting called
"reporting” and the most important group of reports that are provided by accounting during the
execution of this function are Financial balances (Celik, 2017, p. 191).

As a consequence, as part of its plan for sustainable economic development, Afghanistan has been
implementing system of accounting and auditing (Williams, 2018, p. 28), such as the Afghanistan
Financial Information Management System (AFMIS), to assist the government in upgrading its
accounting system in 2002.(AFMIS) has supported the Agenda for Reforming and Modernizing the
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Afghanistan's Government by providing a centralized financial management information system,
providing financial information to ministries, institutions and donors, controlling and paying funds
irrespective of the source of funds, recording revenue from the center and provinces And cash
transfers to the provinces (Ministry of Finance, 2019)And the accounting system, which is part of a
legal framework.The accounting system, which was approved only for state-owned and mixed
enterprises (SOES) in 1981 under the name of Regulations of General Accounting Principles
(RGAP) and the accounting system for small and medium enterprises (SMESs) is considered
separately, which has not been approved yet (Yamayee, 2017, p. 4).Since in Afghanistan, according to
Article42 of The constitution of Afghanistan and Article 87 of the Income Tax Law, every Afghan and
residents persons in this territory are required to pay taxes and provide financial reports, for the sake of
transparency, the Government of Afghanistan, after 2003, has been implementing the International
Financial Reporting System (IMF) (Williams, 2018, p. 27).

Although there are no stock markets in Afghanistan, but with the persuasion of the Certified Public
Accountant (CPA) of Afghanistan (Williams, 2018, p. 28) and according to the Corporations and
Limited Liability Companies Law, according to the Afghanistan Law of Banking, all companies and
banks are required to use the international reporting system (Deloitte, 2019). The Ministry of
Commerce and Industry of Afghanistan has an approximate five-year plan to implement the
International Financial Reporting System (IMF) for large corporations and an approximate seven-year
implementation plan of (IMF) for small and medium-sized enterprises. Small and medium sized
companies reporting on cash accounts (Williams, 2018, p. 27).According to the Regulations of
General Accounting Principles (RGAP) and the Income Tax Law, the Report and the Balance of
accounts of all companies, state-owned and mixed enterprises (SOEs), small and medium enterprises
(SMEs) and banks report to the Ministry of Finance and the Central Statistics Office (Ministry of
Justice, 1981) and according to the banking law, all banks and insurance companies, reports to the
Central Bank of Afghanistan (Ministry of Justice, 2015) and ((DAB), 2019).

Progress in the development of accounting infrastructure are significant, and despite the need of
Afghanistan, the main challenge in the existing legal system is custom and customary law that could
be a barrier to qualified accountants and accounting regulations. The lack of effective stakeholder
coordination also reduced the pace acceleration of progress, although it should be adjusted (Williams,
2018, p. 27).

The auditing task in Afghanistan for the regulatory of financial statements and related documents is
carried out by the Supreme Audit Office (SAQO) and inspectors of the Ministry of Finance's Tax
Administration based on the INTOSAI standards (Ministry of Justice, 2013, p. 2). The Supreme Audit
Office (SAQ) is the highest authority that entails the financial and accounting activities state-owned
and mixed enterprises (SOES) and institutions. But in the case of other companies and persons, the
Ministry of Finance's Tax Administration with Private Audit Companiesare working (Ministry of
Justice, 2013, p. 2) and (Ministry of Finance, 2016). Banks in Afghanistan are a major component of
risk and the first part that deals with the international communities (Williams, 2018, p. 26), because of
the sensitivity of this issue, banks are being auditing in tow step; an internal audit conducted by the
central bank, and an external audit by foreign companies which are approved by the Central Bank of
Afghanistan (Ministry of Justice, 2015, pp. 202-212) ((FinTRACA), 2019).

RESULTS

Although Afghanistan is a development country and dependent on international community’s
assistances, it has grown well in the accounting sector after the Bonn Conference in 2002 and the
formation of a new Afghan government to report to international partners and to receive funds from
inside of the country from Taxpayers. A series of work have been done, including efforts to implement
the International Financial Reporting Standards (IFRS) and also international standards of Auditing
(ISA) by the law and relevant departments, such as the Ministry of Finance, the Supreme Audit Office
and the Central Bank of Afghanistan.According to different researchers finding, all companies and
agencies in Afghanistan, except for small and medium enterprises (SMEs) are required to submit
financial statements and related documents based on the International Financial Reporting Standards
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(IFRS), which state-owned and mixed enterprises (SOEs), small and medium-sized enterprise small
and medium enterprises (SMESs) as well as institutions, report to the Ministry of Finance and review
and audit by Ministry of Finance's Tax Administration and the Supreme Audit Office (SAQO). But the
banks are audit by the central bank (Da Afghanistan Bank) and credible foreign auditors. Afghan
government and its departments should complete the implementation of these International Financial
Reporting Standards (IFRS) and also international standards of Auditing (ISA) in order to be Free
from foreign sources and economic growth.
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Abstract: The users of financial reports need reliable information for decision making. Professional
skepticism isan important part of auditing quality. It has gained importance, especially after the
accounting scandals. Both regulators and practitioners have professional skepticism definition but
there is no consensus what professional skepticism is and how it should be measured and be
enhanced. The aim of the study is to determine the ways of improving auditors’ professional
skepticism by literature review. The literature implies that not only individual auditors but also all
parties of auditing have role in improving professional skepticism.

Keywords: Professional Skepticism, Auditing, Audit Quality

INTRODUCTION

Corporate reports are important communications tools since that contain information about a firm.
Among the corporate reports, financial statements are most visible products of a company’s corporate
reporting process. Although there are many standards for preparing financial statements, stakeholders
need to be assured that they can trust the reports. Results from qualified audit provide confidence to
the financial statements’ users that the reports present fairly in all material respects in accordance with
an applicable reporting framework. And auditors’ professional skepticism is ingredient of audit since it
is not only effect the costs of the audit but also influence the quality of audit. Because the application
of professional skepticism influences the resources are used in the perform of the audit and determines
the reliability of the results of the audit (Yankova, 2015:82). Although professional skepticism is not a
new them, it has rapidly increased in importance, especially after the series of high-profile accounting
scandals including Enron and WorldCom (Hardies and Janssen, 2017:274). For that reason, according
to U.S. Securities and Exchange Commission (SEC), the lack of professional skepticism is one the
most cited reason that auditors fail to detect material misstatements (Quadackers, vd., 2014:639).

The purpose of the study is to determine the ways of improving auditors’ professional skepticismby
literature review. The findings of paper imply that the ways of improving auditors professional
skepticism necessitates contribution of all parties of auditing. In line with that ways could be classified
under four categories, namely individual auditor, engagement team, audit firm, or overall audit
profession. Although the importance of auditors’ professional skepticism has increased, there is no
consensus about what professional skepticism is, how it can be conceptualized and be implemented
and measured (Nolder and Kadous, 2018:1, Yankova, 2015:82). The remainder of paper is organized
as follows. In section 2, the aspects of definition of auditor professional skepticism are given. The
ways of improvement professional skepticism is discussed in section 3. The final section provides
conclusions of the study.

59


mailto:sselimoglu@anadolu.edu.tr
mailto:ozsozgun@yildiz.edu.tr

V. International Symposium on Accounting and Finance

ISAF 2019
AUDITORS PROFESSIONAL SKEPTICISM

Before go forward, we need to know what professional skepticism is. There is no consensus on what
professional skepticism is. The word “skepticism” is derived from the Greek word “skeptikos”,
meaning “to inquire”, “to consider”, “to examine”, “to consider carefully”. (Annas and Barnes,
1985:1, Yankova, 2015:84, Corcoran and Hamid, 2015:112). As a term “professional skepticism”
consist of two words “professional” and “skepticism”, and in the audit guidance and literature, the
meaning of “professional” is not explicit. However, according to the International Ethics Standards
Board for Accountants (IEASB) being professional, among the other things, necessities acting with
integrity, objectivity, competence, due care, confidentiality, and in compliance with the relevant
standards and regulations. In addition, having a broad array of intellectual, technical, personal,
interpersonal, and organizational skill is necessary for an individual to be qualified as a professional
and being skeptical and inquisitive are important characteristics of a good professional auditor
(Yankova, 2015:83).

Professional skepticism necessities having a questioning mind (Bell et al., 2005:33). Auditing
standards describe professional skepticism using attributes, mindset and action. From the point of
view, professional skepticism is “an attitude that includes a questioning mind and a critical assessment
of evidence”. According to the standards, “auditor uses the knowledge, skill, and ability to diligently
perform in good faith and with integrity, the gathering and objective evaluation of evidence” (PCAOB,
AU 230:07).The American Institute of CPAs (AICPA) and International Auditing and Assurance
Standards Board (IAASB) also define professional skepticism as “an attitude that includes a
questioning mind, being alert to conditions that may indicate possible misstatements due to fraud or
error, and a critical assessment of audit evidence” (Farag and Elias, 2016:125). As it is seen from the
definitions, regulators generally define professional skepticism as an attitude that includes “a
questioning mind and critical assessment of audit evidence” (Nolder and Kadous, 2018:1).However,
the levels of questioning mind or critical assessment are not explicit. Moreover, how questioning mind
and critical assessment of audit evidence is demonstrated and documented in settings that present
different risks at the account and assertion levels are not uncovered (Glover and Prawitt, 2013:2).
Professional skepticism often is referred as a mindset that influences auditors' professional judgment
(Nolder and Kadous, 2018:1).

It is possible to say that according to the auditing literature, there are two main views of professional
skepticism: Neutral view and presumptive view (Nelson, 2009:2-3, Roulin and Ternes, 2019:137). A
neutral view of skepticism refers to an open minded attitude and assumes neither management honesty
nor dishonesty (Popova, 2013:142, Yankova, 2015:95). According to Cushing (2000:1) supports
neutrality and stated that auditors should attempt to be unbiased in forming their believes and it could
be useful to think about the difference between skeptical and non-skeptical beliefs. From the point of
view, non-skeptical beliefs involve bias in either a positive (trusting) and negative (suspicious)
direction. Neutral view focus essentially fits the “trust but verify” principle (Quadackers, vd.,
2014:640).

Presumptive view refers the auditors generally assume dishonesty unless there is evidence to the
contrary (Bell, vd. 2005:22).Presumptive view is consistent with the requirement in auditing standards
and it is also reasonable for regulators since they accept that a lack of professional skepticism is one of
the main reasons of audit failure (Glover and Prawitt, 2014:2). However, neutral view is also main
focus of auditing standards since a presumptive view would result in over collection of audit evidence
in many areas and result in a suboptimal balance of effectiveness and efficiency (Glover and Prawitt,
2014:2, Nelson, 2009:3). Glover and Prawitt (2014:2-3) argue that it is important for the auditor to be
able to take each perspective depending on the particular situation during the audit. For that reason, it
is necessary to integrate an appropriate level of skepticism varies depending on the situation and then
work to provide relevant practical implementation guidance. By this way, it would be possible to
acknowledge appropriate differences in the application of professional skepticism and the appropriate
differences in the nature and extent of audit evidence necessary across the continuum (Glover and
Prawitt, 2014:4).
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There is a variety of conceptualizations of professional skepticism in auditing literature. Some of them
accept professional skepticism as an individual characteristics or personality traitstated (Nolder and
Kadous, 2018:2). Traits refer “to relatively enduring styles of thinking, feeling and acting” (McCrae
and Costa, 1997:509). Traits refer to individual characteristics which are generally unaffected by the
environment and consequently relatively stable. As a trait, professional skepticism can be understood
as “the propensity of an individual to defer concluding until the evidence provides sufficient support
for one alternative/explanation over others” (Hurtt, 2010:151). If professional skepticism is a trait, this
means that within every individual, there is some baseline level of professional skepticism that the
individual is willing to extend to nearly all those situations/engagements in which the individual
interacts. In this context, some authors also understand professional skepticism as the opposite of trust,
being the propensity to trust (nearly all) those with whom one interacts and a general tendency to
make positive attributions about others’ intentions. In addition to being trait, professional skepticism
can also be understood as emergent state (Hardies and Janssen, 2017:276, Nolder and Kadous,
2018:4). Emergent states refer to cognitive, motivational, and affective states and it can be considered
both team inputs and proximal outcomes (Marks et al., 2001:357-358, Hardies and Janssen, 2017:276).
If professional skepticism is a state, this means that professional skepticism can be understood
primarily as an attitude which can develop over time (or very quickly) based on situational
characteristics and need (Hardies and Janssen, 2017:276).

THE WAYS OF IMPROVING AUDITORS PROFESSIONAL
SKEPTICISM

According to literature, auditor actions consistent with higher levels of professional skepticism are
positively associated with ethical development, moral seasoning, professional identification,
conservatism and trait skepticism. In addition, an auditor’s experience with a client (i.e., tenure and
history of client accuracy) and other situational factors (e.g., risk of misstatement and the quality of
communication) are stronger determinants of an auditor’s level of professional skepticism than are
dispositional factors, including individual traits (Knechel, vd., 2013:392). As it is stated in section 2,
there are different aspects of definition of auditors’ professional skepticism and it can be accepted as
traits or emerging state. Accepting professional skepticism as a trait means that within every
individual, there is some baseline level of professional skepticism that the individual is willing to
extend to nearly all those situations/engagements in which the individual interacts.On the other hand,
accepting professional skepticism is a statemeans that professional skepticism can be understood
primarily as an attitude which can develop over time (or very quickly) based on situational
characteristics and need (Hardies and Janssen, 2017:275-276).

Improving auditor professional skepticism is important for audit quality but it is not easy since the
degree of skepticism to be exercised is positively or negatively influenced by a variety of factors
(Toba, 2011:85). Professional skepticism is a multi-dimensional individual characteristic and because
of lack of common measurement about what constitutes professional skepticism, it is difficult to reach
a conclusion among accounting research studies (Hurtt, 2010:150-151). For that reason, it is important
to understand that not only auditing firms but also all parties of auditing, individual auditor,
engagement team, audit firm, or overall audit profession, should be part of the solution. Otherwise the
solutions could fail to address underlying problems and whose costs outweigh the benefits (Glover and
Praiwtt, 2014:4).

Kadous and Zhou (2016:30) stated that auditors’ intrinsic motivation can improve auditor skepticism.
And because of changing nature of audit work necessitates to re-examine how effectively motivate
auditors. Investment in culture and leadership can improve audit quality in a firm (Kadous and Zhou,
2016:31). The development and application of a good judgment process; proactive framing of issues,
and alignment of performance evaluation and incentives are the main categories of measurement that
could be used to improve professional skepticism at the individual author level (Glover and Praiwtt,
2013:12). 1t is also important to remember that overconfidence, confirmation, anchoring, and
availability are common judgement tendencies that can lead to bias and weaken professional
skepticism (Glover and Praiwtt, 2013:11). Related to engagement team, planning with involvement of
engagement leadership; industry and client experience; fraud brainstorming meetings, internal quality
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performance review programs, and required upward consultation are some of the ways that could be
used to improve professional skepticism. In addition, setting the proper tone for the engagement team,
managing the limitations of the apprenticeship model, structuring group decisions to avoid groupthink
tendencies, and focusing specifically on skepticism in internal oversight/review are the main groups of
the measures that could be used to improve professional skepticism at profession and firm
level(Glover and Praiwtt, 2013:10). It is important to remember that professional skepticism is an
important input to auditors’ judgment and decision-making. For that reason, it is seen as value because
it enhances audit quality (Hardies and Janssen, 2017:275, Knechel, vd., 2013:391).

CONCLUSIONS

Professional skepticism has an important role in an important concept in audit. Especially, after the
series of high-profile accounting scandalsthe failure of auditors to exercise an appropriate level of
skepticism has become increasingly important. All stakeholders who participate in corporate reporting
process and decision making need reliable information, and improved auditor professional skepticism
is necessary for qualified audit opinions. However, it is important to remember that a variety of factors
affect the degree of skepticism. For that reason, to improve the audit professional skepticism is
necessary to understand multi-dimensions of professional skepticism. After the nature of professional
skepticism and how skepticism is threatened are understood, it could be possible to have a model that
include all the participants in the corporate reporting. Individual auditor, engagement team, audit firm,
or overall audit professions and educators have role in improving professional skepticism. Personal
characteristics of individual auditor, the culture of the companies and auditing firms need to be
considered in the model.
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Abstract:Along with accounting scandals in the past, fraud has become the most important issue for
academics, researchers and legislators. The purpose of this study is examined master and PhD theses
about financial statements fraud and fraud auditing published between the years 2008-2018 in Turkey.
For this purpose, a total of 65 master and PhD thesis have been examined and presented as financial
statement fraud and fraud auditing. The theses examined in the study are summarized as year they
were published, the author, the scope of the topic and in terms of results. The conclusions of this study
can be summarized as follows: a) We reached to focus on forensic accounting and forensic accounting
professional in master and PhD theses prepared in Turkey. Issues such as error, fraud, fraud auditing,
forensic accounting,forensic accounting profession, forensic accounting regulations are
examinedextensively. b) Some subjects (such as data mining techniques in fraud detection) have been
studied very little, while there has been no work some sub-titles (other models apart from Beneish
model, artificial neural networks etc.). ¢) Although the scope of the study has been in the last ten
years, it has been determined that thesis studies on the subject have been prepared in 2013 and
beyond. We suggest that extending the scope of the study and making it comparable with the studies in
abroad.

Key words: Fault and fraud audit, abuse, creative accounting, forensic accounting
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Abstract: The accounting profession became legitimate in Turkey with Law No. 3568 issued in 1989.
There are a lot of factors that influence the choice of accounting profession just like all other
professions. The purpose of this study was to determine and evaluate the factors influencing the choice
of accounting profession of the students of the Faculty of Economics and Administrative Sciences
(FEAS) who are receiving accounting education. The data of the research sample was obtained
through administering a survey to the students receiving education in the Departments of Business
Administration, Economics, and Public Administration at Agr Ibrahim Cegen University, FEAS, and
the research sample consisted of 234 people. The data obtained in the research were analyzed through
SPSS 22.0 software. Frequency analysis (Number, percent, mean, standard deviation) was used as
descriptive statistical methods in evaluating the data. In the analysis phase, firstly validity and
reliability test, and factor analysis were conducted; and to measure the relationship between the
factors detected in consequence of the factor analysis and demographic factors, t-test was used in
comparing the quantitative continuous data between two independent groups, and one way ANOVA
test was used in comparing the quantitative continuous data between more than two independent
groups. To determine the variations after the ANOVA test, Scheffe test was used as a complementary
post-hoc analysis. In conclusion, the factors that influence the students of FEAS, who are prospective
members of the accounting profession, to choose the accounting profession were grouped under 3
factors by the help of factor analysis. In the study, as a result of factor analysis, it was detected that
the scale of factors influencing the choice of accounting profession of the students receiving
accounting education was a valid and reliable tool.

Keywords: Accounting Profession, Choice of Profession, Accounting Education, FEAS, Factor
Analysis.
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Abstract: The aim of this study is to measure the accounting and finance literacy level of the students
who are studying at banking and finance department. For this purpose, a questionnaire was applied to
the students. The questionnaire was also applied to other students who were referred to as the control
group. The control group consists of students who have not previously studied accounting and finance.
The questionnaire was answered by 92 students in the banking and finance department and by 95
students in the control group. One of the sub-objectives of the study is to compare between banking
and finance students and control group. Thus, the existence of accounting and finance literacy in these
students will be analysed in a healthier way. According to the survey findings, while the financial
literacy of the students studying in the banking department is acceptable, but it cannot be said that the
same results are valid for the accounting literacy of these students.

Keywords: Finance, accounting, banking education, accounting and finance literacy
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Abstract: This study investigates the financial attitudes and behaviors of 400 undergraduate students
by applying a survey during the 2017-2018 academic year. Findings indicate that there is statistical
difference between the financial behavior variable and socio-economic, demographic and descriptive
variables. However, no meaningful relationship was found between gender, department, education
level of mother and father, and the monthly income of the students. There is statistically meaningful
relationship between financial attitude and financial behavior. Due to the high levels of awareness
towards financial attitude and behavior, it is appropriate to assert that students are conscious about
the nature of money but yet unable to save a significant amount.

Key words: Financial attitude, financial behavior, financial awareness.
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Abstract

This study deals with a critical important topic in accounting and finance literature, the merger and
acquisitions and its correlation to a bank’s performance. I examine 33 countries that find decreasing
merger and acquisitions (M&ASs) for banking institutions in non-IFRS countries during the post-IFRS
by using data from these countries over a 10-year period from 2003 to 2012. The observations, which
are based on 3.178 deals in a sample period, are crucially important for merger and acquisitions and
bank performance in the North America, the European Union (EU)-28 and Western Europe. This
study contributes to add the stream of empirical analysis that attempts to resolve the relationship
between the bank performance and M&As settings during the global financial crisis. | find that IFRS-
based monitoring of banks M&As in terms of higher quality financial reporting is negatively linked
with bank performance, whereas local GAAP-based monitoring of banks’ M&A is positively
associated with accounting performance. However, the findings suggest that there is no significant
difference between non-M&A and M&A groups in terms of bank performance, namely, return assets,
return equity and other operating profit.

Keywords: Bank performance, financial crisis, merger and acquisitions.

INTRODUCTION

In 2012, 37,923 mergers and acquisitions (M&ASs) were occurred with a total value of more than
US$2,6 trillion (Thomson Reuters, 2018). Thus, mergers and acquisitions (M&A) have been broadly
and interesting topic for context in the accounting and finance since several decades.

M&A activities can motivate changes in government policy and, the existence of economic bases for
restructuring, the increase in the global economic integration and volume of international trade across
national borders, undervaluation of institutions relative to their replacement value, and the existence of
strong capital markets where these M&As activities can be financed (Kiymaz, 2004).

Therefore, M&As are usually targeted to increase the value for the shareholders. Prior empirical
evidence shows that M&As have always benefited the shareholders of the acquired firms during the
post-merger period. The profitability of acquirers has also decreased after mergers and acquisitions.
The M&A was implemented as a strategic move for growth in the developed nations as USA and EU
countries, and therefore, varied amount of empirical evidence was conducted in the context of these
countries. By providing the systematic literature of the M&As topic, for example, Mehrotra and Sahay
(2018) and Caiazza and Volpe (2015) have provided the scholars the current and the past status of
business performance of acquiring firms.

Many scholars have focussed on the effect of firm acquisitions on performance improvements.
However, there plays to still be no consensus as to whether acquisitions create improvements in
business performance (Grigorieva &Petrunina, 2015). Prior empirical evidence on M&A has focused
on performance outcomes from acquisitive entry and shareholders’ wealth gains (Cornett and
Tehranian, 1992; Altunbas et al., 2004; Kiymaz, 2004; Altunbas et al., 2008; Zhang et al., 2018). For
example, Altunbas and Ibanez (2004) finding suggest that M&As activities improve accounting
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performance. Kiymaz (2004) find that the targets have experienced significant positive gains in
wealth, whereas bidders have experienced insignificant wealth gains. Zhang et al. (2018) find that
M&As are positively effect to business performance, and that the relationship between mixed mergers
and acquisitions and firm performance is not significant outcomes.

The 2008 global financial crisis had a negative effect on the firm’s ability to borrow and affects
business’ performance. For example, Zeitun and Saleh (2015) find have a negative and significant
effect on business’ performance during the financial crisis. Similarly, Lucky and Minai (2011) find the
negative effect of economic factors, individual determinants, and firm characteristics on business’
performance during the financial crisis. While the macroeconomic factors that are at the origins of the
global financial crisis of 2007-2008 affected in all sector firms (Taylor, 2009), some firms were
affected much more than those in others sectors (Erkens et al., 2012). Recent study uses firm-level
data from the crisis economies of the world, especially during the time of the 2007-2008 financial
crisis, to analyse the impact of bank performance on M&As during the financial crisis.

The banking industry has been particularly and significantly affected by the global financial crisis. The
research question studied whether the bidder banks that acquire a target with accounting standards
differ from those banks that were not involved in banking M&As banks during the global financial
crisis. The purpose of this study is to examine the impact of M&A processes on banking performance
in the North America (the US and Canada), the European Union (EU)-28 and Western Europe
(Norway, Switzerland and Turkey) through studying within. Our paper differs from the prior literature
in two ways. First, | examine the target bank financial statements reported under the local GAAP and
IFRS. Our research explores the difference between the outcomes of bidders and targets during the
financial crisis of 2007-2008. Second, unlike studies that focus on a limited number of countries, our
sample covers banks from 33 countries.

METHODOLOGY

The dataset is obtained by combining two sources, such as Thomson One Banker M&As for data on
the M&A activities and Bankscope for financial statements’ data of the banks involved in M&A
operations. This paper examines the banking performance in terms of M&As during the financial
crisis. Given the essential role of banks in modern economies, measuring banking performance has
become an important issue in banking M&A activities. Some studies examine the performance effects
of bank merger and find no significant effect of merger-related performance improvements as
measured by return on assets (ROA) (Houston et al., 2001; DeL.ong, 2003) and return on equity (ROE)
(Altunbas and Ibanez, 2004; Akhavein et al., 1997).

The model relates changes in the pre-and post-merger performances to a set of strategic indicators and
a set of control variables. Variables that take into account the specific characteristics of a bank have
been selected by considering the traditional accounting measures used in studies on bank firm
performance (Altunbas and Marques, 2008). I measured business performance around bank mergers
similar to those in Hagendorf and Keasey (2009) and Cornett et al. (2006). Especially, we used bank
performance indicators such as roa=return on assets, roe=return on equity, and oopinca=other
operating income to average total assets. Traditionally, roe, and roa are two basic ratios that are used
to measure the profitability of banks. In partially, roa shows the capability of the bank’s management
to convert the institution’s asset into net earnings. Roe estimates the net income that the shareholders
have generated from investing their capital in the bank industry (Rose and Hudgins, 2005). Specially,
we control for difference in bank size= log total asset. | expect that merged firms should perform
better after they merge with banks that apply local GAAP institutions because bidder management had
good knowledge of its bidder during the 2007-2008 crisis.

CONCLUSIONS

Our result show that IFRS group banks, the M&A group and the non-M&A group tend to pay more

for the size increase than bidders, which may also increase the IFRS group banks’ performance after
the 2008 financial crisis. While we find that the bidder profitability means of both the local GAAP
group and the merged IFRS for non-M&A groups are on average positive expect for oopinca until
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before the 2007 financial crisis, they are, on average, negative for the years from 2008 through 2012.
Our findings are similar to those reported in the prior literature by Banerjee et al. (2014). However, for
one-way variance analysis, there is no significant difference between non-M&A and M&A groups,
such as roa, roe and oopinca. Moreover, the mean of the local GAAP group is larger than the merged
IFRS group both in the post-mandatory adoption period and before the 2008 financial crisis and post-
mandatory adoption period and before the 2008 financial crisis and the post-mandatory adoption
period and after the 2008 financial crisis for M&A firms, but only oopinca is smaller than one. Further
research could determine the relationship between corporate governance and financial crisis under
accounting standards.
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Abstract: 2008-09 Global Financial Crisis has adverse effects in terms of real economies and
financial markets in both advanced and developing countries. In order to eliminate these negative
effects of the crisis and to ensure the financial stability, a number of new tools such as the quantitative
easing and interest rate corridor together with the traditional monetary policies focusing on price
stability have been started to implement within the post-crisis period in central banking. Accordingly,
the Central Bank of the Republic of Turkey aimed to increase the flexibility of liquidity and credit
management through reserve option mechanism and asymmetric interest rate corridor practises while
conducting monetary policy and to focus on the objective of financial stability as well as price stability
in addition to the conventional monetary policy instruments since the year of 2010. With the reserve
option mechanism concentrating on effective management of reserve requirements, the CBRT aim to
limit the negative effects of excessive volatility in capital flows on the macro-financial indicators of the
country, to produce a flexible policy for the liquidity needs of the banking sector and to strenghten the
foreign exchange reserves. The CBRT also aim to eliminate the adverse effects of exchange rate
fluctuations, capital outflows and changes in credit volume on both price stability and financial
stability and to minimize financial risks with the practise of asymmetric interest rate corridor focusing
on effective liquidity management. In this study, after giving a brief review of reserve option
mechanism and asymmetric interest rate corridor practise, we tried to investigate the relationship
between CBRT average funding interest rate and liquidity, credit volume of the banking sector as well
as foreign exchange rates. The results supported the relationship between the variables.

Anahtar Kelimeler; CBRT, reserve option mechanism, asymmetric interest rate corridor, liquidity,
credit volume, average funding rate
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Abstract: The aim of this study is to investigate the causality relation between macroeconomic
variables and the financial performance indicators of the banks’ listed on Istanbul Stock Exchange
(BIST). For the mentioned reason, quarterly data of the banks listed on BIST belonged to 2005-2017
period are analyzed. The financial performance indicators of the banks are selected as the dependent
variables of the study. The macro economic variables benefited as independent variables within the
study are inflation, industrial production index, budget deficit, economic development and real
interest rate. The relations between variables are analyzed by the estimated regression models.
According to the results of the study, positive directional relations are found between industrial
production index and financial performance indicators of the banks. While any significant relation is
not detected between interest rate and the bank’s profitability, positive directional relations are found
between economic development and return on assets rate.

Keywords: Banking, macroeconomic variables, financial performance.

INTRODUCTION

Banks are being the most substantial element of the financial system and mediate the people also
institutions who are in need of funds to meet the others having exceeding funds. The mediation
process of the banks is more than profitability being their fundamental business target. Banks directly
contribute to the development and growth of the state’s economy by virtue of their function.
Therefore; it is suggested that the whole community is benefited by the banks. But overcoming the
mentioned processes for the banks is directly related with several factors as external or internal ones.
Liquid management also leverage ratio are being the internal factors while macroeconomic indicators
such as inflation, budget deficit, industrial production index are the mentioned external ones.

The aim of the study is analyzing the effects of macroeconomic indicators on the financial
performances of the banks listed on Istanbul Stock Exchange (BIST). Hence the following inquiries
are to be replied:

- Do the macroeconomic indicators have effect on financial performances of the banks?
- If the macroeconomic indicators have effect on financial performances of the banks, what is
the direction of the mentioned effect?

For this reason; quarterly data belonged to the 13 banks, operated constantly and listed on BIST for
2005-2017 period, are analyzed within the study.

The financial performances of the banks are quite noteworthy for the countries such as Turkey, which
is being evaluated as a developing country within the literature. As financial performances of the
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banks can be affected by internal and external factors, several studies are held relating the effects of
macroeconomic variables on the bank’s financial performances.

Dagidir (2010) investigates the effect of macroeconomic variables on the bank’s profitability in
Turkey via regression models. While the independent variables of the research are selected as
industrial production index, producer price index (PPI) and gross domestic product (GDP), the
dependent variable herein is being the interest margin. A significant and negative directional relation is
detected between interest margin and producer price index (PPI), due to the results of the study. Any
significant relationship is not found between interest margin and gross domestic product (GDP).
Besides; a significant and negative directional relation is detected between interest margin and
industrial production index (Dagidir, 2010: 25).

Elitas (2010) analyzes the relation between stock earnings and macroeconomic variables. According to
results of the impulse response function analyses held; production level and money supply variables
have positive responses while exchange rate has a negative response through the stock index. Each
response of the stock index through money supply and production level is positive since it is negative
through the exchange rate. Besides; reciprocal responses of stock index, interest and inflation rates
vary due to the periods (Elitas, 2010: 4).

Gilindogdu and Aksu (2011) investigate the relationship between macroeconomic indicators and
financial performances of the banks. They analyze quarterly data of the deposit banks operating in
Turkey by boundary value analysis for 1994-2008 period within the study. While the independent
variables of the research are selected as real interest, general price level, budget deficit and industrial
production index, the dependent ones are return on assets (ROA), return on equity (ROE) and return
on capital employed (ROCE). Due to the results acquired; real interest rate, general price level, budget
deficit and industrial production index have effect on the bank’s profitability in both short and long
terms (Gilindogdu and Aksu, 2011: 243).

Taskin (2011) investigates the internal and external factors affecting financial performances of the
deposit banks operating in Turkey. The data, belonged to all deposit banks operating during 1995-
2009 period in Turkey, are analyzed within the research. The independent variables of the study are
selected as per capita income, industrial production index, interest rate, inflation rate and 2001 crisis
while the dependent ones are return on assets (ROA), return on equity (ROE) and net interest margin.
According to the results of the research; financial performance is suggested to be affected mostly by
micro variables, however; any significant effect belonged to macroeconomic variables is not detected
on financial performance (Tagkin, 2011: 289).

Oztiirk (2016) analyzes the data belonged to deposit banks operating in Turkey for 1970-2014 period.
Independent variables of the research are macroeconomic indicators such as growth rate of GDP,
inflation-consumer price index (CPI) and deposit interest rate. The dependent variables are selected as
financial performance indicators as return on assets (ROA), return on capital employed (ROCE) and
net interest margin. Due to the results acquired; growth rate of GDP has statistically significant and
positive directional relation with return on assets (ROA) and return on capital employed (ROCE).
Besides; deposit interest rate and inflation ratios have significant and positive directional relationships
with net interest margin while any significant relation is not detected between growth rate of GDP and
net interest margin (Ozturk, 2016: 11).

Yalginkaya et al (2016) investigate the effects of internal and external factors on profitability within
Turkish banking sector. Quarterly data of 23 banks are analyzed in the study for 2002-2015 period.
The independent variables of the research are consisted of external factors such as growth rate of GDP,
lending rate of Turkish Central Bank, currency volatility and political instability while return on assets
(ROA) ratio is selected as the dependent variable. Panel data analysis is held within the research and
according to the results; political instability, increasing of lending rate and currency volatility affect
the performances of the banks in negative manner (Yalginkaya et al., 2016: 161).

Isik et al. (2017) investigate the internal and external factors affecting the profitability of deposit banks
operating in Turkey. They analyze the data belonged to 20 banks for 2006-2014 period within their
mutual study. The mentioned period is noteworthy by virtue of including the crisis term. The
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independent variables of the research are fundamental macroeconomic indicators hence inflation,
economic growth and consumer credit interest rates are included in the analysis. The dependent
variable of the research is return on assets (ROA) ratio as financial performance indicator. According
to the results acquired; economic growth variable has a significant and positive directional relation
with bank’s profitability besides any significant relation is not detected between bank’s profitability
and inflation also interest rates (Isik et al., 2017: 362-368).

METHODOLOGY

The following models and hypotheses are developed to display the relation between macroeconomic
variables and financial performance within the framework of the aim and content of the research,
therefore; the effect of macroeconomic indicators on financial performances of the banks are tried to
be revealed.

Macroeconomic Variables Financial Performance
Inflation Return on assets (ROA)
Industrial Production Index <:> Return on equity (ROE)
Budget deficit Tobin’s Q ratio
Economic growth Earnings per share

Real interest Price/Earnings rate

Figure 1. The Model of the Research
The hypotheses to be tested within the research are shown in Table 1:
Table 1. The Hypotheses of the Research

Hypothesis | Explanation

H: Macroeconomic variables have effect on Return on assets rate of the bank.
Ha Macroeconomic variables have effect on Return on equity rate of the bank.
Hs Macroeconomic variables have effect on Tobin’s Q rate.

Ha Macroeconomic variables have effect on Earnings per share.

Hs Macroeconomic variables have effect on Price/Earnings rate

The variables used in the research are shown in Table 2:

Table 2.The Variables Benefited in the Research

The Variables Benefited in the Research

Independent Variables

Dependent Variables

Inflation Return on assets (ROA)
Industrial Production Index Return on equity (ROE)
Budget Deficit Tobin’s Q ratio

Economic Growth

Earnings per share

Real Interest

Price/Earnings rate

Return on assets (ROA) ratio is calculated by dividing net profit value to total assets within the
research. Besides; Return on Equity (ROE) ratio is obtained by dividing net profit to total equity value.
Additionally; Tobin’s Q rate is measured by comparing market price of the bank to the book value.
Earnings per share value is calculated by dividing net profit to the number of shares. Eventually;
Price/Earnings ratio is acquired by comparing the Year-end market price to Net Profit for the
Period/Number of Shares value.

The financial performance indicators representing the dependent variables are formed by the quarterly
data set of the 13 banks operating in BIST for 2005-2017 period. Regression analyses are held to
analyze the relations between the variables.
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FINDINGS

According to the regression models estimated;any statistically significant relationship is not detected
between inflation (as one of the macroeconomic variables) and profitability rates of the bank. A
significant and positive directional relation is found between industrial production index and financial
performance indicators. While any significant relationship is not detected between budget deficit and
financial performance indicators, a statistically significant and positive directional relation is found
between economic growth and profitability. Furthermore; any statistically significant relationship is
not detected between real interest rate and financial performance indicators.

RESULTS

The studies analyzing the relation between macroeconomic variables and financial performance vary
due to the variables they have benefited. Some of them investigate the effect of several
macroeconomic variables on merely profitability ratio. Besides; there are other studies analyzing only
one macroeconomic variable’s effect on several financial performance indicators. In this study; the
effect of 5 macroeconomic variables on 5 financial performance indicators are analyzed. Having more
than one dependent and independent variables is substantial to have significant and detailed results, in
this framework. In the context of Turkey; macroeconomic indicators are suggested to be uncertain for
years and owing to revealing its effect on the bank’s financial performance, our study contributes to
the literature. Having particularly a stable and also sustainable economic growth within the context of
Turkey can affect the profitability rates of the banks in positive manner and enable the banks to
perform their intermediary functions more effectively.
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Abstract: The spread of mobile devices after the 2000s led banks to develop mobile banking
applications. In addition to acquiring the customer, learning the customer experiences of mobile
banking applications that have an impact on customer commitment is very important for the
sustainable competitiveness of banks. Therefore, the aim of this study is to determine the effect of
mobile banking experience on customer commitment towards mobile banking service provider.
Research data were collected through face-to-face surveys from university students. The data were
analyzed by confirmatory factor analysis, and then the effect of mobile experience on the commitment
was evaluated by Structural Equation Modeling. It has been found that cognitive, negative affective
and behavioral experience aspects of mobile banking are effective in the loyalty of young consumers
to banks. According to the result of the research, consumers' cognitive experiences have a significant
effect on commitment to mobile banking applications. Positive affective/sensory and social
experiences had no effect on commitment. Research results show that banks should consider the
cognitive, negative affective and behavioral experiences of young consumers while developing and
updating mobile banking applications.

Keywords: Mobile Banking, Mobile Banking Services, Customer Experience, Commitment, Young
Consumers

INTRODUCTION

As banks worldwide are trying to keep their customers as committed as possible, they are considering
novel technologies like mobile banking as a way of satisfying the increasing demand for banking
services (Baabdullah et al., 2019: 45). Barnes and Corrbit (2003: 3) defined mobile banking as a
channel which consumers through the use of mobile phones and personal digital assistant (PDA)
interact with a bank. Since the use of PDAs is not very common, we will focus on the use of
smartphones and tablets as the method of channel (mobile bank) connection. Mobile banking is found
to be an effective tool for banks for establishing and strengthening their relationship with customers
(Riguelme and Rios, 2010: 329). This study aims to investigate the relationship between the
customers’ mobile experience while they are using their mobile banking service provider’s application
on customer commitment.

In the rest of the study, firstly the literature on the mobile experience with its five dimensions
(cognitive, affective (negative), affective (positive)/sensory, behavioral, social) and commitment are
examined. After that, the model and hypotheses of the research are determined. Then, the
methodology of the research and the results of the analysesare evaluated. In the conclusion section, the
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findings of the research are evaluated in terms of theoretical and practical aspects and suggestions for
future researches are presented.

LITERATURE REVIEW AND RESEARCH HYPOTHESES

Commitment is an important concept for firms. Commitment has been defined as "an enduring desire
to maintain a valued relationship” (Moorman et al., 1992:316). Iglesias et al. (2011: 578) studied the
direct and indirect effects of brand experience on brand loyalty, and they found that in the three
product categories (cars, laptops, sneakers), the affective commitment was the full mediator in the
relationship between brand experience and brand loyalty. Similarly, Xie et al. (2017: 273) examined
the mediation role of brand relationship quality in the relationship between brand experience and
customer citizenship behavior. They discussed the effects of four dimensions of brand experience as
intellectual, affective, sensory and behavioral on customer citizenship behavior and revealed the
mediating effect of brand relationship quality in this relationship. Brakus et al. (2009: 63) stated that
the brand experience has four basic dimensions: intellectual, affective, sensory and behavioral.
Reliability and validity of the brand experience scale differ from other brand scales including brand
evaluations, brand involvement, brand attachment, customer delight, and brand personality. Also,
brand experience affects consumer satisfaction and loyalty directly and indirectly through brand
personality associations (Brakus et al., 2009: 65).

Martin et al. (2015: 88) showed the effects of antecedents of consumers' cognitive and affective
experiential situations on online shopping satisfaction and repurchase intention. Aesthetics, ease of
use, customization, perceived benefits, and connectedness have been found to be important
antecedents. Bauer et al. (2002: 159) investigated the effects of internet characteristics on satisfaction,
commitment and trust in terms of relationship management. As a result of the study, the effects of trust
on commitment, satisfaction on commitment and satisfaction on trust were put forward. It has also
been shown that satisfaction has a positive effect on trust and has a greater effect on commitment than
trust. In their study, Cyr et al. (2007: 51) found that loyalty in business-to-consumer e-services was
affected by perceived usefulness, trust, enjoyment as well as perceived social presence. They put
forward that perceived social presence not only influence e-loyalty directly but also has an indirect
impact by positively influencing its antecedents (i.e., perceived usefulness, trust, and enjoyment).
Berraies et al. (2017: 1030) studied the relationship among perceived values of mobile banking
applications and trust, satisfaction and loyalty and the moderating role of customers’ age on this
relationship. They found that customers’ perceived emotions positively impact trust which in turn
affect customers’ satisfaction and customers’ loyalty. In their meta-analytic study on the antecedents
and mediators of relationship marketing Palmatier et al. (2006: 142) showed that conflict, as a
negative influencer, has the largest effect on relationship marketing.Balaji et al. (2017: 971)
investigated how customers’ emotions affect customer satisfaction, re-purchase intention and
behavioral responses such as negative mouth-to-mouth communication in service failure context. As a
result of the study, it was found that positive and negative emotions mediated the relationship between
perceived injustice and customer satisfaction, and the emotion regulation of customers through
suppression and reappraisal influenced the effects of satisfaction on both negative word-of-mouth and
repurchase intentions. In his study on consumer engagement in co-creation Etgar (2008: 99) developed
a model of consumer involvement in co-production and argued that co-production can reduce
perceived uncertainty, improve customers’ satisfaction.

Based on the literature above, we hypothesize the following:
H;: Cognitive experience positively affects the commitment of consumers using mobile banking.

H,: Negative affective experience negatively affects the commitment of consumers using mobile
banking.

Ha: Positive affective/sensory experience positively affects the commitment of consumers using mobile
banking.

H.: Behavioral experience positively affects the commitment of consumers using mobile banking.

Hs: Social experience positively affects the commitment of consumers using mobile banking.
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RESEARCH METHODOLOGY

The aim of this research is to determine the effects of mobile banking experiences on
customercommitment towards mobile banking service provider. The study was carried out on the
university students of Bursa Uludag University in Bursa. In the study, the convenience sampling
method was used. The data were collectedbetween 25-28 February 2019 by using face to face
questionnaire method. As a result of the research, 252 questionnaires were collected. Data were
analyzed using IBM SPSS 23 and Smart PLS package program.

The questionnaire used in the research consists of two parts. In the first part, there are scale items
about commitment and mobile banking experiences which consists of five dimensions; cognitive,
negative affective, positive affective/sensory, behavioral and social. Both commitment and mobile
banking experience scales (28 items in total) were adopted from Rajaobelina et al. (2018: 147). These
questions were evaluated with 5-point Likert scale (1: Strongly disagree, 2: Disagree, 3: Undecided, 4:
Agree, 5: Strongly Agree). In the second part, there are questions about the demographic
characteristics of the participants (four questions).

Research Model

The model of the research is based on the variables used in the research as a result of the literature
review. The models and hypotheses proposed in accordance with the aim of the research are shown
below.

Mobile Experience

Cognitive

Affective
Negative

Affective
Positive/Sensory

Commitment

Behavioral

Y/

Social

Figure 1: Research Model
Validity and Reliability Analysis of Scales

Before the analysis of the research model, the validity and reliability analysis of the structures
included in the research were carried out. Within the scope of validity and reliability analysis; internal
consistency reliability, convergent validity, and discriminant validity were evaluated. For internal
consistency reliability, Cronbach’s Alpha and Composite Reliability (CR) values were examined. The
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average variance extracted (AVE) values were used in the analysis of the convergent validity. Factor
loadings, Cronbach’s Alpha and Composite Reliability values are expected to be greater than 0.70,and
AVE value is expected to be over 0.50 (Hair et al., 2014: 618; Fornell and Larcker, 1981: 46). Table 1
below shows the results of the reliability and convergent validity analysis of the structures included in
the study.

Table 1. Results of the Measurement Model

Construct ltems Factor Cronbach’s Qomposite Average Variance
Loadings Alpha Reliability (CR) | Extracted (AVE)
Cognitive 1 0,8206
Cognitive 2 0,8857
Cognitive Cognitive 3 0,7785 0,8449 0,8821 0,6017
Cognitive 4 0,6969
Cognitive 5 0,6776
] Affective (N) 1 0,8544
Affective - atfective (N) 2 | 0,8450 0,7488 0,8506 0,6562
(Negative)

Affective (N) 3 0,7242

Affective (P) 1 0,7816

Affective Affective (P) 2 0,6905

Positive/ Affective (P) 4 0.6032 0,6881 0,8056 0,5096

Sensory
Affective (P) 5 0,6856
Behavioral 1 0,8288
Behavioral Behavioral 2 0,8363 0,7579 0,8591 0,6704
Behavioral 3 0,7905
Social 1 0,6928
Social 2 0,7815
Social Social 3 0,7934 0,8084 0,8668 0,5661
Social 4 0,7639
Social 5 0,7260

Commitment 1 0,7869
_ Commitment 2 0,8337
Commitment Commitment 3 0.7302 0,7585 0,8471 0,5819

Commitment 4 0,6928

The Cronbach’s Alpha values of the structures are between 0,688 and 0,884, and the CR values are
between 0,806 and 0,882. Hence, it can be said that reliability is confirmed. When Table 1 is
examined, it is seen that the factor loadings are between 0.678 and 0.886. It is seen that the factor
loadings are higher than the threshold values. Since the AVE values are between 0,510 and 0,670, it
can be stated that the convergent validity is assured.

In the analysis of the discriminant validity, the HTMT criteria (Henseler et al., 2015: 121) and Fornell
and Larcker (1981: 46) criteria were used. Table 2 shows the results of the analysis performed
according to Fornell and Larcker (1981: 46) criteria.According to the Fornell and Larcker (1981: 47)
criteria, the square roots of the AVE values should be higher than the correlations between the
structures in the research. When the values in Table 2 are examined, it is seen that for each structure
the square root of the explained average variance is higher than the correlation with other structures.

According to the Henseler et al. (2015: 121)’s criterion, HTMT (Heterotrait-Monotrait Ratio) refers to
the ratios of the mean of correlations of the expressions of all variables in the research to the geometric
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means of the correlations of the expressions of the same variables. The authors stated that the HTMT
value should be less than 0.85. Table 2 shows the HTMT values. When the values in Table 2 are
examined, it is seen that HTMT values are below the threshold value. Based on the findings in Table
2, it can be stated that the discriminant validity is achieved.

Table 2. Results of the Discriminant Validity

Fornell — Larckell Criterion

ﬁffect_lve _Affectlve Behavioral | Cognitive | Commitment | Social

egative | Positive/Sensory

Affective Negative 0,8101

Affective Positive/Sensory | -0,0142 0,7138

Behavioral 0,0245 0,3538 0,8188

Cognitive 0,0415 0,4450 0,4855 0,7757

Commitment -0,1557 0,2451 0,3703 0,4229 0,7628

Social 0,0366 0,4807 0,5010 0,4831 0,2860 0,7524

HTMT Criterion

ﬁffect_lve Affectlve Behavioral | Cognitive | Commitment | Social
egative | Positive/Sensory

Affective Negative

Affective Positive/Sensory | 0,1408

Behavioral 0,0980 0,4841

Cognitive 0,1317 0,5979 0,5962

Commitment 0,2252 0,3135 0,4743 0,4688

Social 0,0779 0,6490 0,6326 0,5818 0,3595

Note:The bolded values in the table are the square roots of the AVE values.

FINDINGS

Demographic Characteristics of Participants

In the analysis of the research data, firstly, frequency analysis is performed to determine the
demographic characteristics of the participants. When the data are examined, it is found that the
majority of the participants are female (65,5%) and between 20-21 years old (48.8%). In terms of
marital status, it is seen that the majority of the participants are single (98,8%). More than half of the
participants (59,5%) have a monthly income of 999 Turkish Liras or less. The data on the
demographic characteristics of the participants can be seen in Appendix I.

Testing of the Research Model and Results

The structural equation model proposed to test the hypothesis of research is shown in Figure 2.
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Figure 2: Results of the Structural Equation Modeling (PLS-SEM)

Partial least-squares path analysis (PLS-SEM) was used to analyze the research model. PLS-SEM,
which uses nonparametric statistical methodologies based on PLS algorithm, can be used with
minimum demands regarding measurement scales, sample sizes (Monecke and Leisch, 2012:1 ).
Moreover, PLS-SEM does not demand a normal distribution of data (Hair et al., 2011: 144).
Therefore, the analysis in this study was performed by using PLS-SEM mainly because of the lower
demand in sample size and its other advantages. Data were analyzed using the SmartPLS 3.2.8
statistical program (Ringle et al., 2015). PLS algorithm was used for calculating linearity, path
coefficients, R? and effect magnitude (%) of the research model. To evaluate the significance of PLS
path coefficients, t-values were calculated by sampling 5000 sub-samples from the original sample via
bootstrapping. The results of the research model are given in Table 3. The data on the descriptive
statistics are shown in Appendix I1.

Table 3. Coefficients of the Research Model

c
2 g
T C =
82| S S 2 -
Paths TE 8 2 = ~ o LL =
§ 83 - E g o - s 8
@ c O ] n a o
£ S gs! —
o "o c
e m 3
T (%2]
H1 | Cognitive -> Commitment 0,3115 |0,0633 |4,9209 |0,0000 0,0833 | 1,5484 | Accepted
Affective Negative ->
H2 Commitment -0,1752 |0,0627 | 2,7939 | 0,0052 0,0406 | 1,0041 | Accepted
Affective Positive/Sensory -> 0,247 .
H3 Commitment 0,0185 |0,0725 |0,2545 | 0,7991 0,0003 |1,4171 | Rejected
H4 | Behavioral -> Commitment 0,2000 |0,0648 |3,0879 |0,0020 0,0356 | 1,4955 | Accepted
H5 | Social -> Commitment 0,0325 |0,0739 |0,4391 | 0,6606 0,0009 | 1,6337 | Rejected

When the VIF (Variance Inflation Factor) values between the variables are examined, it is understood
that there is no linearity problem between the variables because the values are below the threshold
value of 5. The data analysis put forward a positive and significant relationship between mobile
experience and commitment. The results show that both cognitive experience (f= 0,312; p<0,05); and
behavioral experience ($=0,200; p<0,05) positively impacts commitment. Furthermore, findings show
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that negative affective experience has a negative impact on commitment (f= - 0,175; p<0,05). On the
other hand, the positive affective/sensory experience (= 0,019; p>0,05) and the social experience (p=
0,033; p>0,05), do not have a significant effect on commitment. H1, H2, and H4 are thus accepted.
H3 and H5 are rejected. When the obtained R? value of the model is examined, 25% of the
commitment is explained. When the effect size coefficients (f%) is examined, it is seen that the
cognitive experience, negative affective experience, and behavioral experience has low effect size,
while positive affective/sensory experience and social experience have no effect on commitment.

CONCLUSION

As a result of this study in which the effects of mobile banking experiences of consumers on the
commitment were investigated, cognitive and behavioral experiences were found to have a positive,
and negative affective experiences to have negative effect on customer commitment. For a good
experience, business managers should seek to provide customer-focused services that increase the
positive emotions of customers. The positive relationship between customers and businesses depends
on increasing the quality of the relationship between customer and brand, and providing unique
experiences to customers. Therefore, trust, satisfaction, emotional intimacy and commitment should
take place in marketing campaigns in order to increase the brand relationship quality.In addition,
providing new information and skills, and entertainment services should be offered for mobile banking
services.Businesses should be encouraged to take positive feedback from customers and to reward
consumers who contribute to the development of their services (Xie et al., 2017: 277).

Businesses should try to determine the different needs of consumers according to their operations
(Martin,et al, 2015: 92). Giving training focused on empathy communication to employees, increasing
their active listening skills and improving their conflict resolution skills can lead to the development of
more positive feelings of customers in cases of service failure (Balaji, 2017: 975). In addition, as Cyr
et al. (2007: 51) reported in their study, the high level of social presence in businesses’ websites or
applications will lead to a high level of trust. If businesses can manage customer satisfaction better,
this will also increase customers' trust and commitment. In this sense, customer commitment will be
positively affected by customer satisfaction and personalized services. Engineering factors also have
an impact on commitment; businesses can be more successful by using a simple interface and
transferring customer-focused information (Bauer et al., 2002: 160).

As in many studies, this study has some limitations. One of these limitations is the fact that the study
is carried out on the student sample. Another limitation is using the convenience sampling method.
These two reasons limit the generalization of the results of the study. In this sense, this subject can be
studied in different dimensions with different samples and with larger sample sizes.
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APPENDIX |I: Demographic Characteristics of Participants

Characteristics f %
Gender Female 165 | 65,5
Male 87 | 34,5
18 6 2,4
19 27 | 10,7
20 63 | 25,0
Age 21 60 | 238
22 40 | 15,9
23 33| 131
24 years and older 23 9,1
Marital status Single 249 | 98,8
Married 3 1,2
Income (Turkish Lira) 999 or less 150 | 59,5
1001 — 1500 66 | 26,2
1501- 2500 26 | 10,3
2501- 3500 6 2,4
3501 and above 4 1,6
No 47 | 30,5
Total 252 100
APPENDIX Il: Result of the Descriptive Statistics
Construct SEETET Mean S.td'.
Deviation
I have the impression that | am learning something 3,56 1,105
My curiosity is stimulated 3,22 1,102
Cognitive I engage in a thinking process 3,05 1,068
My creativity (new accomplishments or ideas) is stimulated 2,83 1,102
My attention is captivated 2,96 1,042
I sometimes feel disappointed 2,82 1,091
Affective | sometimes feel angry 2,57 1,167
(Negative) | sometimes get bored 2,73 1,149
| sometimes get impatient 3,00 1,138
I sometimes feel happy 3,32 1,038
I sometimes feel entertained 2,85 1,085
Affective I sometimes get enchanted 2,33 1,033
Positive/ My senses are involved 2,83 1,045
Sensory My visual sense is stimulated 3,28 1,091
My sense of hearing is stimulated 2,57 1,017
My sense of touch is stimulated 2,90 1,151
| tend to conduct more bank transactions than planned 3,15 1,152
Behavioral i i
;e?\e/ri]gesto search for information about new products and 3,20 1111
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Construct Statement Mean De\?;[:fion

;e:ialli"lgesto compare the financial institution’s products or 3,37 1124
| enjoy a pleasant social experience 3,46 1,094
| feel that | am a part of a community 3,37 1,042
Social I identify myself with the other customers 3,07 1,075
I develop relationships with the staff 2,92 1,161
I socialize 2,91 1,165
ilni{?tu\;ie;%/ committed to my relationship with this financial 3,46 983

The relationship with the financial institution is something |
Commitment | intend to maintain for a long time 3,75 972
| put efforts into maintaining this relationship for a long time 3,40 1,019
I am attached to this financial institution’s mobile banking 3,95 1,040
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7153

Murat TURK, 2Ali USLU,%Fatih Coskun ERTAS

Asst.Prof.,Health Sciences Universty, Giilhane Faculty of Health Sciences,
murat.turk@sbu.edu.tr

2Asst.Prof., Gazi Osmanpasa Universty, ali.uslu@gop.edu.tr
3Prof., Atatlirk University,fatincoskun.ertas@atauni.edu.tr

Abstract: Ecological changes in the natural environment such as natural disaster, global warming,
drought, air pollution etc. which people consume and Human consume when producing have caused
sensitivity about the environment.The global impact of the ecological changes which are seen
gradually by expanding industrialization has led to a change in the degree of sensitivity and especially
to reach the global level as a result of the efforts of the country administrations to create prevention
and awareness. Beginning by the 1970s in the United States (US), efforts of showing the accounts
related to environment under the the accounting system and 11.29.2018 in Turkey in 7153 numbered
Environmental Law and regulations introduced by the Law Amending Certain Laws are considered in
this context.In this study, the concepts related to Environmental Accounting were examined and an
evaluation was made on the Traditional Accounting and Environmental Accounting practice about the
regulations introduced by Law No. 7153.

Keywords: Environmental Accounting, Environment and Accounting, Environmental law
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Abstract: The main purpose of this study is to determine the effect of service quality on consumer
satisfaction. In accordance with this model has been developed and tested. Five hypotheses have been
generated to test the model and a questionnaire has been carried out on 205 firms in city of
Gumushane. Structural equation model has been used to test the hypotheses generated. According to
the companies included in the scope of the research, it can be said that the quality of service received
from professional accountants positively affects customer satisfaction. In addition, it can be said that
the tangible which is sub-dimensions of service quality has the greatest effect on customer satisfaction.

Keywords: Service Quality, Customer Satisfaction, Members of Accounting Profession, Structural
Equation Model.
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Abstract:Changes in the field of information and communication technologies have been transforming
the present ecosystem since the 2000s. Consequently, the impact of company’s tangible assets
(physical + financial capital) on company's market value has started to decrease, while the impact of
intangible assets (intellectual capital), which provide a prognosis about the company’s future success,
has started to increase. Along with this transformation in business ecosystem, active investors in
capital markets have evolved from a traditional perspective that merely bases on tangible capital
intensity to a new one that also considers the intellectual capital of the company for its valuation.

The objective of this study from this viewpoint is to investigate the impact of intellectual capital on
company value through traditional valuation metrics used in value relevance. To reach this goal, the
study applies the ‘Ohlson model’ developed by James A. Ohlson in 1995 as a value relevance model
and the Value Added Intellectual Coefficient (VAIC) model’ developed by Ante Pulic in 2004 in
combination. Sample data from 79 companies (632 observations) within the BIST 100 index that have
uninterruptedly operated in the Istanbul stock exchange between the years 2010-2018 were analyzed
by the panel data analysis method. The model revealed heteroscedasticity, autocorrelation and cross-
sectional correlation. Results were estimated by the Driscol-Kraay Standard Errors Resistant
Estimator.

According to the results, the Ohlson’s models variables, book value per share and earnings per share,
positively, statistically and significantly affect company value. Secondly, one of the subcomponents of
the VAIC model, capital employed efficiency, has a positive effect on the company value, while
another one, human capital efficiency, has a negative effect on it. In addition to these, a statistically
significant relation has not been observed between company value and another variable of the VAIC
model that is structural capital efficiency.

Keywords:Intellectual Capital, Ohlson Model, VAIC Model, Value Relevance

“ This study bases on a Master’s Thesis completed by Cengiz Kalyoncu at Yalova University, Institute of Social
Sciences, Department of Business Administration.
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Abstract: The regulations on partial division are regulated by Articles 159 to 179 of the Turkish
Commercial Code (TCC) and Articles 19 and 20 of the Corporate Tax Code (CTC). In art. 20/3 of
CTC, itis clearly stated that partial division procedures will not be taxed. However, in the rules given
by the tax administration, it was accepted that partial division procedures that led to capital reduction
should be taxed. The retrospective application of this view led to serious problems and made the
partial division process meaningless. Since there is no increase in the withdrawal and the assets of the
partners from the transfer or operation of the companies from the capital account of the companies
dividing and taking over in the partial division process, there is no need to be taxed considering the
actual economic nature of this transaction. For the effective use of the partial division process by the
requirements of economic life, legal arrangements should be made to eliminate the doubts and expand
the scope.

Keywords: Corporation tax, Partial division, Capital reduction, Solution proposals

INTRODUCTION

In addition to the normal activities of capital companies; sometimes merging or transferring, and
sometimes the reduction may be on the agenda because of economic and financial problems.
Companies; can apply to the division process to reduce costs and increase profitability, get rid of their
cumbersome structures, specialize and compete at the international level by separating many services
or production activities carried out within the same company.

Although all assets are subject to partial division according to TCC, the assets that can be subject to
partial division in CTC are kept more narrowly. It was stated in the CTC that the partial division
procedures carried out by the law would not be taxed, and the partial division process has been
accepted as a kind of tax deferral facility.

But with the rules given on various dates, practices are carried out to tax the partial division process in
contravention of the law and its purpose.

In this study, first the legal and administrative regulations related to the partial division process will be
mentioned, then the problems experienced in the application will be evaluated, and suggestions for the
solution of these problems will be presented.

LAW REGULATIONS REGARDING THE PARTIAL
DIVISION PROCESS

The partial division is regulated in Article 159/1-b of the TCC, allowing all assets in the companies to
be subject to partial division (Seker, 2017: 74). The partial division in terms of tax legislation is
included in articles 19 and 20 of the CTC. In the article19/3-b of the CTC, the transfer of the assets in
the balance sheet of the company to the existing or newly established capital company based on the
registered values of the participation and production enterprises with at least two full years remaining
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in the asset and the capital of the production and service enterprises are accepted as part of the partial
division.

The shares of the acquirer against the assets transferred in the partial division may be held in the
transferor company or directly to the shareholders of this company. Also, in the article 20/3 of the
CTC, it is clearly stated that the profits arising from the partial division transactions by the provisions
of this Law will not be calculated and taxed. Thus, a partial division process is essentially a tax
deferment (Ankara YMM Odasi, 2017: 3).

ADMINISTRATIVE ARRANGEMENTS RELATED TO
PARTIAL DIVISION PROCESS

In the General Communiqué No: 1 of CTC, the statutory regulation on partial division was repeated.
Then, the shares of the assets and subsidiary shares were transferred in accordance with art. 19/3-b of
the CTC in the period when the shares of the acquirer are given to the shareholders of the transferring
company, the transfer of the debts related to the transferred assets and participation shares is also
compulsory. In the same Communiqué, it is explained that the partial exemption of the profits will not
be considered as a withdrawal from the company (1 Nolu KVK GT: part 5.6.2.3.3).

Until 24.09.2013, in the Revenue Administration related to the partial division process; In the case of
reduction of the capital of the company that was transferred as a result of the partial division and the
revaluation value increase fund that was previously added to the capital; In the capital increase to be
made in the acquired company, it is stated that the inflation adjustment difference accounts and
revaluation value increase fund shall be included in the capital as a part of the capital and this
transaction shall not be considered as a traction and shall not be subject to tax (izmir VDB 20.07.2012
dated rules; BMVDB 23.07.2013 dated rules).

However, on 24.09.2013, the revenue administration changed the opinion, and it was stated that the
capital reduction to be made due to the partial division process was accepted as traction from the
company and should be taxed (BMVDB 23.09.2013 dated rules).

PROBLEMS RELATED TO THE PARTIAL DIVISION
PROCESS

A. The Problem of Retrospective Application of Rules Related to Partial Division Process

One of the problems encountered with the partial division process is the retrospective application of
the rules related to the partial division. As a requirement of the rule of law, the law should not go
backward to ensure the security of law. The Constitutional Court in its individual application
decisions, it accepts that the right to property has been violated when the transaction is violated with
the criteria of certainty and predictability of taxation (AYM, 2013/3245: § 44). Legal security requires
rules to be foreseeable, individuals trust in the state in all their actions and operations, and the state
should refrain from methods that undermine this sense of security in legal arrangements (AYM,
2013/849: § 34). Therefore, it would not be fair to expect individuals to fold into the consequences of
the effective interpretation of the interpretation of the taxation process (AYM, 2014/6192: §
50).Before the change of opinion of the Revenue Administration, the retrospective application of the
rules for the partial division procedures carried out by the companies was against the Constitution and
Tax Procedures Law.

B. The problem of Not Taking the Real Economic Nature of the Partial Division Process

Turkish tax law contains rules that provide the real nature of the event with material and concrete
evidence and thus provide tax justice (VUK md. 3/B). Therefore, the rules on taxation are not intended
to be based on assumption or opinion, but are intended to investigate the real nature of tax event (Dns.
9. D., E:2014/3641, K:2016/2871).In the partial division process, the Capital Account and the assets
must be transferred together with active regulatory accounts and with the sub-accounts. In this case, an
increase occurs in the capital of the acquiring company as well as the decrease in the capital of the
transferred company. This is a natural result of the partial division process in the form of an
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“independent company model”. Regardless of the actual nature of this result, the capital reduction
process in the transferred company is considered as traction from the enterprise, and this is contrary to
the actual economic nature of the event (Dns. 9. D., E:2008/2926, K:2009/3161).

C. The Problem of Failure of Accounting Records

The accounting records related to the partial division shall be in accordance with the Uniform Chart of
Accounts, General Communique on Accounting Application No 1 and the partial division procedure in
the CTC. This Communiqué gives preference to the use of sub-accounts in monitoring the details of
the main accounts according to the needs of the enterprises. For this reason, companies generally do
not use sub accounts.

However, article 19 of the CTC requires that the partial division shall be monitored in detail with the
sub-accounts of the divisional and acquiring companies. To demonstrate the true nature of the partial
division and to follow the process correctly, the accounting record should be made as follows:

----------------------------------------- 30.09.2016
500-Capital 800.000,00

500.01-Cash Capital

500.02- Capital in Kind

500.03-Revaluation Value Increase Fund

500.04-Extraordinary Reserves
500.05-Capital Account Inflation Adjustment Positive Differences
500.06-Previous Year Profits

257-Accumulated Depreciation (-) 200.000,00
257-03 Buildings
252-Buildings 1.000.000,00

252.01.Building003
252.01.Building004
Explanation: Fall of the Factory Building as a Result of Partial Division

D. The Problem of Traction or Transition of Capital from the Capital Account

As a result of the partial division, the issuance of the company shares by the company shareholders
does not cause any change in the assets of the shareholders but results in a capital decrease in terms of
the transferring company. During this period, the assets are transferred together with their book values
and regulatory accounts. Therefore, these assets remain an element of capital in the books and
accounts of the acquiring company, and the tax is deferred until the disposal of these assets.

By the conditions outlined in the law, the transfer of the assets of the entity to a new company or an
existing company by partial division cannot be considered as a withdrawal from the enterprise as the
gain arising from the sale of these values is postponed until the disposal of the acquirer. Therefore, it is
not lawful to comment that inflation positive differences, which are the sub-components of the capital
or the exception of the participation of associates, have been withdrawn from the entity (Istanbul 10.
VM, E:2013/2736, K:2014/1187).

E. The Problem of Increasing the Assets of the Company Partners due to Partial Division
Process

In order to be able to talk about the traction from the company, an amount that is withdrawn from the
enterprise and an increase in the assets of the partners. There is no change in the value of the shares for
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the partners in the partial division process. The share of the partners in the divided company is the
same as the shares of the acquiring company.

According to the decisions of the Council of State, to apply withholding tax because resources are
transferred out of the enterprise, these amounts must be distributed to the shareholders. For this reason,
without research and determination that the sources are allegedly withdrawn from the company were
not distributed to the shareholders or transferred to other accounts, only the sources of the resources
that are distributed to the partners are not legally established (Dns. 4. D.: E: 2004/391, K: 2004/2635).

CONCLUSION AND RECOMMENDATIONS

In the article20/3 of the CTC, it is stated clearly that the profits arising from the partial division
transactions in accordance with the provisions of this Law shall not be calculated and taxed.

However, the Revenue Administration has started to introduce new conditions with the rules, which
are not in the law related to the partial division process, and to impose taxes and penalties on those
who do not comply with them. As a result, the following problems have been experienced in the
partial division process over time:

- The rules related to the partial division process have started to be applied to the past as a violation of
the Constitution and the Law.

- If the partial division by the requirements of the TCC and the CTC, the decrease in the capital of the
divided company is considered to be the withdrawal from the enterprise, contrary to the actual
economic nature of the transaction.

- In the partial division, the asset is transferred from the dividing company, and the capital decrease is
made. For this reason, the evaluation of the transfer of the company's assets through partial division as
traction from the enterprise is against the article 19/3-b of the CTC.

- It is assumed that resources are transferred out of the operation in the partial division process and
even if no profit share is obtained by the partners, practices such as the application of income tax
withholding according to article 94 of the PTC are deprived of legal basis.

In order to overcome the problems in the partial division, it is necessary to make the following
regulations:

- The division of commercial enterprises should be allowed by extending the scope of the partial
division.

- Company integrity should be tailored to real life (brand, royalties, etc.).

- Each share should be considered as a separate entity in the division of subsidiaries.

- The immovable property shall be divided independently of the entity in which they are part.

- The problem with inflation adjustment positive differences should be solved in a fair manner.
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Abstract: This study examines the possible reflections of translation differences based on the financial
statements that prepared in accordance with TFRS, which is a literal translation of IFRS and IFRS.
Majority of the literature about translation and accounting concerns regulations, and there has been a
few on the reflection of these on annual reports presented in more than one languages. A company
which prepares financial statements in two languages has been chosen for case study analysis to gain
insight. We selected Turkcell Group since they are the first and only company in Turkey that trades on
both New York Stock Exchange (NYSE) and Borsa Istanbul (Istanbul Stock Exchange). Turkcell
prepares its financial statements in both languages. SEC’s rule in 2007 to accept financial statements
prepared in accordance with IFRS without reconciling them to U.S. GAAP, we focused on the period

of 2008 to 2013. As a pilot study, content analysis revealed that there is a significant difference
between two financial statements.

Keywords: Accounting standards, translation, IFRS, content analysis
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Abstract: The main objective of this study is to investigate whether corporate sustainability
performance (CSP) has an impact on corporate financial performance (CFP). It is also examined
how the firms’ size and profitability affect the association between CSP and CFP. Towards this end,
we analyze the data of listed firms in Borsa Istanbul (BI) for the period of Q1 2014 — Q3 2018. Results
show that CSP, which is proxied by the membership of BIST Sustainability Index, has an impact on
CFP, which is proxied by share prices. The firms never included in the BIST SI during the entire
period of the sample have lower share prices and this finding is valid even if the firm is small or large,
profitable or not.

Keywords: Corporate Sustainability Performance, Corporate Financial Performance, Value
Relevance, BIST Sustainability Index
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Abstract:Tourism sector has an important position to develop countries on local basis and global
basis due to both its contribution to macro economy and also positive effect on employment. For this
reason, evaluating of tourism companies’ fiscal performances is quite important for both decision
makers in firm and also for information users out from firm. As for indicators which are basic for
evaluation of fiscal performances, are the financial information.

Cash Flow Statement which presents important information regarding cash generation power of firm
and cash consumptions is a vital financial information source for financial statement users. Economic
decisions made by users require to be evaluated of cash and like cash generation power of firm and
timing of cash generations and their preciseness. “The Cash Flow Patterns Method” is one of the
analysis methods used in this evaluation. In “The Cash Flow Patterns Method” evaluations on cash
presence and companies are carried out by analyzing cash profiles according to whether net cash flow
is positive or negative related with three major components which are Operating Activities, Investing
Activities and Financing Activities belonging to Cash Flow Statement of company.

In this study, direction of three major compenents of Cash Statements transacted in Borsa Istanbul
XTRZM index, having uninterrupted data which comprises quarter period in 2012 — 2016 belonging to
10 tourism companies and regulated in accordance with IAS 7 has been analysed according to “ The
Cash Flow Patterns Method . Within this scope, yearly 120 and also 600 observations during
analysis period have been done. According to research results, it has been determined that analyzed
tourism companies intensify on Pattern 2: Successful Firm, Pattern 4: Growing Firm and Pattern 6:
Young Firm profiles based on Turkey.

Keywords: Cash flow statement, Cash flow patterns method, Cash flow profile, IAS 7
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Abstract: Cash flow-based ratios are better indicator than other primary financial statements when it
comes to liquidity. Cas flow ratio analysis can also be helpful about the financial strength and
profitability of the firms. Thus, this research aims to provide insights about the cash flow ratios with
traditional ratios by using 107 non-financial firms (966 firm-year observations) in Manufacturing
Industry from 7 different sub-sector in Borsa Istanbul (BIST) between the dates of 2008-2017. We
calculate 8 cash flow ratios and 8 traditional ratios to evaluate the financial performance of the firms.
According to the results, cash quality of sales and quality of income ratios reveal that generated cash
from operating activities is not sufficient. In addition, operating cash flow ratio which measures how
well a company pay off its short term liabilites prove that excessive proportion of current liabilities in
total liabilities is a vital problem when it comes to liquidity. Furthermore, according to industry and
yearly results, Non-Metallic Mineral Products sector and the year of 2009 have relatively the best
values in terms of cash-flow based information.

Keywords: Cash Flow Ratios, Ratio Analysis, Cash Flow Statement, Borsa Istanbul
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Abstract: The key audit matters raised by the new auditor reports are the crucial points set by
auditors on the audited current financial statements. These are based on professional judgement. In
most of the previous reports, there were no data about the scope of audit review and the content of the
independent audit opinion standardization. Amendments of the auditor's report, which were issued as
standard procedure by the International Auditing and Assurance Standards Board (IAASB) in this
regard; provide more relevant information to the users and improve the perceived value of the control
of financial situation. The most striking feature of new auditor reports is the section on key audit
matters. It is indicated that the purpose of the key audit matter is to improve the communication value
of the audit reports by explaining the intent of financial reporting and annual reports. Standard
builders have clarified that this will help to increase transparency and accountability, improve
impartiality in reporting, and help stakeholders to understand the audited annual financial statements.

In this study, the key audit matters will be studied among the new auditor’s reports and the purpose
and expected benefits of the standards will be considered in accordance with the targets. The main
point of view is that the new directives improve the scope of audit information and improve
transparency. In this respect, Arcelik, that has a reference value in the white goods sector, and two
companies that explain net profit and net loss will be compared in terms of the old and new
independent audit reports and the risk section of annual reports. It will also be demonstrated how
companies were traded in BIST 100 and how they handled key audit matters.

Keywords: Auditing, New audit reporting, Key (critical) audit matters, 1ISA 700, ISA 701

INTRODUCTION

Independent auditor report is the most important tool to convey the audited business information for
report users. Previous reports contained less information in terms of personalized information
disclosures. In order to increase the value of communication and intelligibility of the auditors’ report,
the new BDS 700 has been updated. The new BDS 701 which is about on new auditor reporting was
published on key audit matters. Disclosure of key audit matters is seen as the most important
innovation.

In our study, the role of the new standard BDS 701 in enhancing audit information is demonstrated by
the adaptation of a previous case analysis to our country conducted by Miao Z ve P. We have planned
to answer whether the disclosure of key audit matters in the auditor report increase the transparency of
the auditor's reports and provide more useful information than standard information.

(Yanmik and Karatag, 2017), (Dogan, 2018); by comparing previous and new auditor reports, they put
forward our countries and international practices; stated that the communication value and
comprehensibility of the new auditor report would increase. The results of (Can, 2017)’s work among
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the Auditors of the Court of Accounts stated that the participants generally have expected positive
results on the implementation of the standard however, there were still some doubts about some issues.

According to (Li, Hay and Lau 2018) auditor report changes provide more relevant information to
users and improve the perceived value of the audit. The findings of the studies are related to the impact
of audit report changes on audit quality in New Zealand and on auditor fees. The study suggests that
decrease in absolute abnormal accruals will contribute to the increase of the quality of the audit after
the new audit report conditions are enacted. It has been reported that there has been also a significant
increase in audit fees. The new auditor report emphasizes that some of the benefits will not come
without costs, even if the quality of the audit will increase.

(Trpeska, Atanasovski and Lazarevska 2017)’s review is about the importance of financial information
about the new auditor report since 2016 for the lenders. The questionnaire results showed that the
annual reports on financial position (except for management reports and notes) can be used in making
the decision of the participants and has high importance. Also key audit matters, additional
information on going concern and the judgment of the auditor attached thereto, and the procedures for
fraud risk have been considered highly important by them. They have given low importance to
auditor’s name, the responsibility of auditor with compliance with the ethical responsibilities and
materiality.

The studies contrary to the above opinions, are as follows;

According to (Bradbury and Almulla, 2018) the purpose of key audit matters is to improve the
communication value of the audit report by explaining the risk of financial reporting. In their studies
the impact of improved auditor's report needs in New Zealand and the auditor's work were examined
in terms of efforts (audit fees and audit delays), audit quality (absolute abnormal accruals), client firm
descriptions and investor (value-for-money). As a result there were no increased or altered effects on
key audit matters in the application descriptions.

Results of (Backof, Bowlin and Goodson's 2018) studies with university students are related to the
responsibility of the auditor. The participants perceived the auditors more negligent than those who
did not as participants perceived misleading statements that are not detected as more predictable
during the audit. However, the explanations which mean reasonable assurance have decreased the
auditor's liability and reduced the expectations of the participants from the audit.

(Segal, 2017) use the audit literature and key audit matters risks. In cases where the auditors do not
disclose the key matter of auditing, or if their reports contain longer explanations of the key matter to
protect themselves or to mitigate any potential risks, the literature suggests that such reporting may
lead to boiler plate.

(Kavut and Gungor, 2017), (Bicer and Erol, 2017) agree on the same points. With care it will be
ensured that transparency and quality in auditing, communication value of auditor reports will be
increased, and information users will reach satisfactory information about enterprises.

In addition, (Erkoyuncu, 2017) stated that the auditor should stay away from directing statements
while the auditor declares the findings of the key audit findings.

According to (Lennox, Schmidt, Thompsin, 2018); “In an effort to make audit reports more
informative to investors, the U.K. recently passed a standard that requires auditors to disclose the risks
of material misstatement (RMMSs) that had the greatest effect on the financial statement audit. We find
the RMM disclosures lack incremental information content because most of the risks had already been
disclosed by management in the prior earning’s announcement, conference call, or the previous year’s
annual report. Thus, investors were already informed about a majority of the risks before the risks
were disclosed by auditors in the expanded audit reports”.

According to (Miao, Z and P, 2018) the standard of key audit matters is a temporary solution to the
state of asymmetric information.

Within the scope of the above mentioned explanations, the audit report innovations are discussed in
terms of the implementation of the key audit matters in our country.
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METHODOLOGY

In this study, the new auditor reports and especially the explanations of the key audit matters were
made in terms of theoretical and legal principles. It has been hypothesized that innovations introduced
by literature review may be effective for increasing transparency in audit information. In the provision
of secondary data sources, internet and publications in the library were used.

In this context, the study was conducted with respect to Argelik, Vestel and Ihlas’s independent
auditor's reports in all aspects, the risk sections of the annual reports were only performed for dates
31.12.2016 - 31.12.2017. Vestel and ihlas explained the net profit and net loss results in the same
sector as Arcelik. Furthermore 76 companies’ key audit matters were made from the BIST 100 index
(excluding finance, banking and football clubs) was made by addressing the key audit matters in the
auditor's reports dated on 31.12.2017.

The aim of comparing of the reference values of Arcelik, Vestel and Ihlas's auditor reports are related
to how these companies handled their key audit matters. Similar to the studies of (Lennox, Schmidt,
Thompsin, 2018), the risk sections of Arcelik, Vestel, Ihlas's, which might have learned the risks early
from annual reports for 2016 and 2017 were studied.

FINDINGS

1. Comparison of New and Old Audit Reports
Table 1. Differences Between New And Old Auditor Reports

New audit reports Old audit reports Difference

Audit scope and audit | Audit scope Consisted of twooriginalunited parts. The

opinion opinion section is at the top of the report.

The basis of the audit It is emphasized that it is independent of the

opinion (new) audited company due to ethical provisions.
The opinion was based on evidence.

Key audit matters Important audit details that are taken into

(new) account by auditors and related audit
procedures are explained.

Other  considerations Although it is intended to provide assurance

(information) (new) for non-financial information, the opinion of
the previous auditor, if any, is specified.

Responsibility of | Management's Explanations on going concern have been

management and | responsibility introduced. It is stated that senior management

senior management is responsible for oversight of the financial

reporting process.

Responsibility of the | Responsibility of the | Audit details and communication with senior
independent auditor independent auditor management have been added.

Additional important points to the explanations in the table above are as follows.
2. Audit Reports of Arcelik, Vestel and Ihlas for 2016

If a positive opinion had been published in previous reports, the overall format was the same in all
reports. If only a positive opinion had been issued with an opinion or commentary paragraph outside
with the positive opinion, some brief explanations of the particular cases had been given in the
paragraph. This approach gave a lack of information content which did not contain a real value.
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As in the above table, the information contained in the reports of Argelik, Vestel and Thlas’s addition
to these information and sections do not differ.

3. Arcelik's Audit Report of 2017

The key information highlighted in the new report is based on the improved audit format. Thus,
information users rely more information on their analysis.

In the auditor's report, “recoverability of trade receivables, impairment of inventory, impairment of
unlimited life intangible assets tests” are specified as key audit matters. How to handle them is given.

Compared to the previous audit report, the transparency of audit information is greatly improved. It
provides a very effective basis for stakeholders to make decisions. The structure of the events is
explained in an honest manner, more comprehensively, reasonably.

In the New “Other Issues” section, it is stated that the other audit firm has given a positive opinion for
the previous period. Despite the need to include other issues (information) like corporate governance,
future planning and risk in international audit standards Argelik and almost all companies listed in
BIST 100 do not specify the meaning of “other informations”. The previous opinion is stated together
with the change of the auditor. Unlike the general; for example Kog, Net Holding’s “Other Issues”; the
exchange rates of foreign currencies have included information about the ongoing projects that have
started with other firms in previous years.

In general, the use of new audit standards has improved the scope of audit information. This is a major
improvement over the previous audit report.

4. Audit Reports of Vestel and Ihlas for 2017

Measurement and accounting of hedging derivative instruments for cash flows including complex
calculations and how the issues are addressed were evaluated as the subject of key audit in Vestel. In
Ihlas’s issues are “impairment of trade receivables, impairment of inventory, impairment of unlimited
life intangible assets” such as Argelik’s and different from Argelik’s are “valuation of intagible asset
and investment properties, accounting of revenue” as key audit subjects.

When compared with the previous year's audit reports, it is seen that Arcelik has a great degree of
transparency in audit information. It has helped to develop previous blind spots in the quality of audit
control. This helps users to better understand auditors and audited company management
responsibilities. It also reduces the risk of general fraud awaiting the auditor.

However, it was understood that other sections of the new audit reports were not able to proceed from
the printed format except for the key audit matters.

5. Annual Reports of Arcelik for 2016 and 2017

When it is necessary to consider whether the cases that have taken place in key audit matters as an
early warning in their annual reports, Arcelik's annual report for 2016 should be addressed. In the
annual report, the subject of the audit report on the “recoverability of trade receivables” included in the
auditor's report for the year 2017 is about “risk of receivable”. Explanations related to the risk of
receivables are within the framework of the control and analysis of the risk. As a key control subject,
the audit procedures related to receivables from related parties are included in the recoverability of
trade receivables. There is no explanation for other key audit matters.

Any explanations regarding key audit matters about the risks do not exist in annual report of Argelik
on 2017.

Contrary to the study of (Lennox, Schmidt, Thompsin, 2018), Arcelik, which has a reference value in
our country, has not included the necessary explanations in the annual reports for the investors.

6.Vestel and Ihlas’'s Annual Reports for the Years of 2016 and 2017

In Vestel's 2017 auditor's report, “the measurement and accounting of hedging derivative instruments
for the cash flows”, which are specified as the key subject of the auditor report, are outlined in the
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annual report. In the annual report of 2016, apart from general statements, no specific matters were
mentioned. In this respect, the annual reports do not have an early warning feature for the investors.

It can be said that the explanations on the risk in Ihlas's 2017 annual report are more detailed than
Arcelik and Vestel.

When the disclosures of Ihlas's key audit matters are compared with the 2017 annual report, the annual
report disclosures are more detailed.

However, the 2017 annual report already includes the 2017 auditor's report. The risk should be
expressed as an early warning in terms of handling the issue and, if any, the risk should be expressed
in the 2016 report. The explanations regarding the risks included in the 2016 and 2017 annual reports
of the three companies examined in this respect did not have an early warning feature for the investors.

7.Key Audit Matters for BIST 100 Companies

When the key audit matters of BIST 100 Companies (except finance, banking, football clubs) are
examined, the most important issues of the audit are; “revenue, impairment of goodwill and intangible
assets, recoverable trade receivables, deferred tax assets, guarantee (expense) provision, auditor
transition and auditing of opening balances, impairment of inventory”.

RESULT

New audit standards deepen the responsibilities of management and senior management and
independent auditors; the auditor ensures the transparency in auditing and increases the overall value
of the auditor's report. Asymmetry of information is decreasing, providing greater understanding to
stakeholders and providing confidence in financial statements and providing more useful data for
decision making.

However, this article only presents the issue through the interpretation of the audit reports. More
empirical support is needed for the effectiveness of new, revised rules. And because there are many
cases, the path to empirical research is clear. We believe that in the near future, when audit companies
adapt to new auditing standards, audit information scope research will inevitably multiply. This will
explain the changes in the content of future audit information through new standards.
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Abstract: Financial statements are the key elements that provide data -for decision-making. However,
only when financial statements are correct and reliable, they have a value for decision-makers. An
independent audit is an assurance service to increase the confidence of financial statement users to
the information in the financial statements. The audit report is prepared as a result of the independent
audit process. Auditors transfer their opinions on the financial statements of the companies to the
users of the financial statements.In January 2015, the International Auditing and Assurance Standards
Board (IAASB) issued its revised auditor reporting standards. The aim of the revision was to provide
more transparent and informative audit reports to financial statement users. A new section titled “Key
Audit Matters” was added to the audit reports with this revision. In Turkey, in parallel with this
revision, Public Oversight Accounting and Auditing Standards Authority issued Turkish Standards on
Auditing (TSA) and Communicating Key Audit Matters in the Independent Auditor's Report on March
09, 2017. Key audit matters were determined by auditors and they are the most important matters that
auditors pay attention to during the audit process. The purpose of communicating key audit matters in
audit reports is to improve the communicative value of audit reports, give information about matters
that required significant audit attention and provide greater transparency about the audit that was
performed.

The aim of this study was to analyse the key audit matters in audit reports of the manufacturing
companies in 2017. To accomplish this purpose, 2017 audit reports of manufacturing companies listed
on the BIST manufacturing sector were investigated. There are 181 companies in the BIST
manufacturing sector. We were not able to reach audit reports of three of these companies. Therefore,
the sample of this study consist of 178 companies. These financial statements of the companies are
audited a total of 45 auditor firms. Only 38 of these companies are audited by national audit firms. 8
of 178 audit reports have not key audit matters. Also, there is no reference to the key audit matters in
21 of 178 audit reports. There are 2 key audit matters in 69 audit reports and 3 audit matters 54 audit
reports. Audit reports have a total of 360 key audit matters. Considering the sub-sectors, audit
reports of the companies in Fabricated Metal Products, Machinery and Equipment Sector has the
most key audit matters. Moreover, many of the cited key audit matters are about revenue. Of 360 key
audit matters, 72 are related to revenue.

The year 2017 is the first application year of key audit matters in Turkey. This study provides
information regarding the first application of TSA 701. The results of this study will contain the
determination of defects and better application in the following years.

Key Words: Audit Reports, Key Audit Matters, BIST Manufacturing Companies

*This study is derived from the Master Thesis of Eking Kizik which is written in the consultancy of Dr. Yasemin
Ertan.
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Abstract: The human brain creates random numbers according to certain systematic rules it creates in
its own mind. Although one thinks that he randomly chose numbers when he produces a random
number, in fact, production of numbers depends on certain systematic rule as a result of mental
calculation process in his own mind rather than performed randomly. This study aimed to reveal the
systematic rules in the production of random numbers in individuals’ mental processes, what patterns
they use and how they perceive numbers. It is foreseen that if the numbers of the human brain
detecting and producing the random numbers are determined based on the patterns they have formed,
the numbers generated in the financial statements are either incidental or if the financial statements
are prepared according to a certain rule and it can be used to identify the tricks in the financial
statements. In this context, the participants tried to produce a random number according to the
scenarios by stratified sample. As a result of the analyzes, it was observed that the subjects formed the
random numbers according to a certain systematic rule in accordance with the hypothesis. As a result
of the analyzes, it can be considered as an audit tool that can be used to reveal the tricks in the
financial statements.

Keywords: Behavioral Finance, Mental Accounting, Random Number, Heuristic, Benford's Law.
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Abstract: Logistics has become an important factor affecting the competitiveness of enterprises. The
fact that logistics involves purchasing, supplying, production and distribution processes leads to many
different cost elements. This draws attention to the need for managers to make proper decisions with
reliable data so that logistics operations can be carried out more efficiently in terms of performance
and cost. Cost management is of the utmost importance during these decisions. Costing is also an
important area of cost management. This study aims to reveal how logistics costs are integrated into
production costs. In order to achieve this goal, a case study including the logistics costs of a port
company was conducted. Based on findings, it is believed that a preliminary study was conducted to
propose a new costing approach for similar enterprises. The results of the study indicate that the
integration of the costs related to the logistics activities to the production costs will provide many
competitive advantages.

Keywords:Logistics Costs, Cost Accounting, Cost Management
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Abstract: Businesses can reach low-cost and high-quality products in an intense competition
environment through an effective cost management system. In order to establish an effective cost
management system in enterprises, value chain analysis should be done. The value chain is a set of
activities that add value to the product manufacturing processes. Value chain analysis is the definition
of strategic activities and determining the cost reduction and value-enhancing effects of these
activities. Value chain analysis has become one of the important elements of strategic cost
management as it enables the company to look at the business in a wider perspective in cost control.

In this study, the effect of value chain analysis on the strategic cost management approaches was
investigated. In this context, a questionnaire was applied to the accounting managers of the
manufacturing industry businesses in the BIST. For the analysis of the data, multiple regression
analysis method was used in SPSS package program.

As a result of the study, it has been determined that the activities and functions included in the value
chain affect the strategic cost management approach practices from the viewpoint of accounting
managers of BIST-listed manufacturing industry businesses.

Key Words: Value Chain Analysis, Strategic Cost Management Approaches, BIST Manufacturing
Industry.

“This study was developed from the PhD Dissertation, supported by the Scientific Research Projects
Coordination Unit of Suleyman Demirel University(Project number 4406-D1-15), entitled “Strategic Cost
Management Practices in TheManufacturing Industry and the Impacts of These Practices on the
FirmPerformance: A Study on Istanbul Stock Exchange”.
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Abstract: Engineering and statistical techniques are used to help the methods used in accounting to
determine the relationship between cost and workload. Each method used in determining the total cost
function by classifying the expenses makes it a superior method by eliminating the lack of other
method. These methods are gathered under the name of mathematics and statistical techniques in
general.lt is predicted that artificial neural networks can be used in determining the cost function in
conditions where the mathematical and statistical other techniques are insufficient. In this study,
graphic technique used in the literature to determine the total cost function of one house per m2,
lowest maximum volume technique, double average technique and alternative function of artificial
neural network models as an alternative to least squares technique were tried to be estimated and
compared with other methods. As a result, it was determined that the least squares technique and
artificial neural network models had similar results in the cost function established by the factor
effecting the unit cost per m? of a house.

Key Words: Cost Function, Artificial Neural Networks, Mathematics and Statistical Techniques.
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Abstract: According to the regulations of Public Oversight Accounting and Auditing Standards
Authority, financial statements of public interest entity are prepared according toTurkish Financial
Reporting Standards that is compatible with International Financial Reporting Standards- IFRS.
Companies independently audited and do not apply Turkish Financial Reporting Standards should
prepare their financial statements according to Financial Reporting Standard for Large and Medium-
sized Entities (BOBI FRS). The main aim for financial reporting in TFRS and Financial Reporting
Standard for Large and Medium-sized Entities is to present current and comparable information that
is appropriate for users of the financialstatement and demand that these businesses should behave
according to the conservatism principle for protection against risks. The aim of this study is to
present the regulations on the implementation of the conservatism principle in the Financial Reporting
Standards for Large and Medium-Sized Entities.

Keywords: Financial reporting standards, conservatism principle, continuity of businesses
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Abstract: The regulation which is currently being applied in Turkey and which enabled
implementation of uniformity in the accounting system, has become law in the end of 1992 and put
into force in 1994. The fact that the economy has become more complex lead to accounting in Turkey
and in the world to continuously develop and change. Accounting standards that are in compliance
with new conditions were brought, and as a result of this, a need has arisen to update the chart of
accounts. Standardization of chart of accounts provides benefits from various aspects such as
carrying out accounting education and accounting applications in the electronic media, adaptation of
accounting employees to new enterprise in case of change of job and auditing. The Draft Chart of
Accounts In Accordance With Financial Reporting Standards, which was prepared in line with the
needs, was published and opened for opinions and recommendations by Public Oversight Accounting
and Audit Standards Authority (KGK). This study relies on comparison of cost accounts in the Draft in
guestion with the cost accounts in the General Communique on Accounting System Application and its
analysis. Qualitative research method was used in the study. The analysis was made based on the
account groups, accounts and account explanations. It was observed that there were significant
differences in some account groups as a result of the study. There has been an increase in the number
of accounts in groups that were different. It was concluded that the draft included more accounts
compared to the existing chart of accounts on the basis of cost accounts, and that the account
explanations were more detailed in general.

Keywords: General Communique on Accounting System Application, Draft Chart of Accounts In
Accordance With Financial Reporting Standards, Cost Accounts, Qualitative Research
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Abstract: The construction sector which has gained acceleration in recent years in our country has an
important place in developing counties such as Turkey. Completion of construction works covers a
certain time and constructions are divided into two parts. These are constructions which are completed
in less than one year and and lasting more than a year. Depending on this situation types of
accounting of construction works changes according to completion time. In construction contracts,
constructions and repairing works which will be completed in more than a calendar year are accepted
as being spreaded on years constructions and repairing works. Accounting processes of being spreaded
on years construction works are different in terms of Uniform Accounting System and Turkish
Financial Reporting Standards (TFRS).Two methods are applied at being spreaded on years
constructions : method of completely finishing work and method of partially finishing work. While
Income Tax Law adopts the method of completely finishing work, TFRS15 gives importance to
periodicity concept of accouting and at the same time adopts the method of partially finishing work in
order to provide comparability and analysis of the financial statements in the globalizing world. While
according to Income Tax Law profit and loss account of current year and also calculation of tax are
calculated in the year of completion and reflected to financial statements , at TFRS15 profit and loss
account of current year and calculation of tax are reflected to financial statements of related period. In
this study the accounting of long term construction, contracting and repair projects according to
Turkish Financial Reporting Standards (TFRS) 15 and the comparability through the uniform
accounting system has been included.

Keyword: TFRS 15, construction accounting.

INTRODUCTION

The comparability, comprehensibility and transparency of financial statements have an important
place in the globalized world. Therefore, the standards issued for the purpose of establishing a
common language in the world are responsible for ensuring the comparability and comprehensibility
of these financial statements. Financial tables prepared according to the Uniform Accounting System
(TDMS) are insufficient in terms of comparability and analysis. Said insufficiency has created the
need for financial statements to be prepared according to Turkish Financial Reporting Standards
(TFRS). The aim of this study is to examine the accounting of long term construction, contracting and
repair procedures which have held an important place in the domestic industry in recent years in
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accordance with TFRS 15 Standards for Revenue from Contracts with Customers which was
published in the official gazette dated 09.09. 2016 and accepted for implementation on
01.01.2018.The essential literature for the preparation of the study has been reviewed, TDMS and
TFRS 15 have been compared. And then the differences between the repealed Turkish Accounting
Standards (TAS) 11 and TFRS 15 were adressed in the study.

CONSTRUCTION, CONSTRUCTION ACCOUNTING AND ITS
PROPERTIES

Types of Construction Activity

The term construction has many definitions in various sources. However, in the broadest sense,
construction is the activity of building structures on a land or plot using materials and equipment along
with labor. Buildings, airports, dams, roads, bridges, tunnels, sewerage, water dams, mine galleries,
landscaping, port, subways, construction of sports fields, drilling, demolition, restoration, repair, etc.
are all considered to be within the scope of construction (Senlik, 2017: 15).

There are two types of construction

Custom (Build-Sell) Construction: Structures like apartments, floors, shops and workplaces that
companies build to either sell or use themselves (Catikkas ve Suekinci, 2013: 4).

Construction Contracting: The commitment of completion and delivery of the construction job to
natural and legal persons in exchange for a certain fee. Construction contracting is divided into two
groups as in long term and short term. The construction jobs which will take longer than a calendar
year to complete are defined as long term contracts and those that will be completed in a calendar year
and defined as short term contracts (Selimoglu, 2011: 2).

Construction Accounting

The collection, recording, classification, reporting, analysis, interpretation of the information about
financial events in construction companies and presentation of the resulting data to the related persons
and groups (Senlik, 2017: 281).

Properties of Construction Accounting

Due to the nature of the construction works and the fact that it differs from other production activities,
there are some unique properties of construction accounting. They properties can be listed as follows.

v Construction work extends over a period of time and usually takes longer than one year.
v The fact that every project in the construction business is different from each other
requires the use of an order cost system.

v Due to its nature as a long-term activity, construction work requires the use of methods such
as full and partial completion.

v The long-term nature of construction works creates the need for accounting practices
regarding accumulation and deferment of expenses.

v Determining the approved and applied accounting policies, depreciation and current affairs
can have a significant impact on income.

v Construction projects are usually carried out at a long distance from the headquarters of the
companies. This causes problems in the collection, processing and use of data. And it raises the
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question of whether to keep the accounting at the headquarters or at the construction site (Magal ve
World, 2011: 46).

DIFFERENCES BETWEEN THE EXAMINATION OF LONG TERM
CONSTRUCTION, CONTRACTING AND REPAIR PROJECTS
ACCORDING TO TFRS 15 AND COMPARABILITY WITH THE
UNIFORM ACCOUNTING SYSTEM (TDMS)

Purpose and Scope of Revenue Standards from TFRS 15 Customer
Contracts
Purpose of TFRS 15 Revenue from Contracts with Customers

> Resolving the issues of when, how, and in what amounts are the revenue from the contracts
with customers to be transferred to the financial statements,

> Applying the standards in all contracts of similar nature while taking into consideration all the
terms and conditions set out in the contract,

> Ensuring that the accounting of all written or verbal contracts made with customers are done
separately and regulating the accounting principles that the company will apply regarding the articles
mentioned above (TFRS 15, Number 1).

Scope of TFRS 15 Revenue from Contracts with Customers

This standard covers all contracts except for the following types of contracts.
Leasing agreements within the scope of TMS 17 Leasing Procedures
Insurance contracts within the scope of TFRS 4 Insurance Contracts,
TFRS 9 Financial Tools,

TFRS 10 Consolidated Financial Statements,

TFRS 11 Joint Agreements,

TMS 27 Separate Financial Statements,

YV V V V VYV V

> TMS 28 Financial tools and other contractual rights or obligations under participations and
investments in joint ventures,

> Non-monetary exchanges among businesses that are active in the same line of operation to
facilitate sales to customers or potential customers (TFRS 15, Number 5, 8).

Repealed Standards

TMS 11 Construction Contracts,

TMS 18 Revenue,

TFRS 13 Fair Value Measurement,

TFRS 15 Real Estate Construction Contracts,
TFRS 18 and TMS 31

Differences between Uniform Accounting System (TDMS) for Long Term Construction, Contracting
and Repair Works and the Accounting Principles Provided by TFRS 15 Customer Contracts

YV V V V VY

These differences are examined under four main titles.
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Differences in Taxation

Differences in Income Detection Method
Differences in Accounting for Cost Elements

YV V. V V

Differences in the Accounting of Progress Payments

Differences in Taxation

X Taxation Under TDMS: Article 42 of the Income Tax Law states that in construction and
repair works that take longer than one calendar year, profit or loss and tax are determined and
calculated in the year when the work is completed. No profit or loss is determined or presented in the
financial statements during the period in which construction activities are underway (Usul, 2015: 13).

X Taxation Under TFRS 15: According to the standard, income and costs are taken into
consideration in the period in which they occur, profit or loss is calculated in the relevant period and
shown in the financial statements. However, the taxes are paid at the end of the year. This situation
gives rise to deferred tax liability or receivables (Sayin ve Merter, 2017: 74-76).

Differences in Income Detection Method

<> Determination of Income Under TDMS: The full completion method is applied here. In
this method, profit or loss is determined in the year when the work is completed (Usul, 2015: 17).

X Determination of Income Under to TFRS 15: The partial completion method is applied
here. In TMS 11, income is determined by a measurement method called percentage of completion,
whereas in TFRS 15, this calculation method is used as input method. In this method, accurate
measurements have critical significance for the correct preparation of financial statements (Savli,
2016: 38).

Differences in Accounting for Cost Elements

X Accounting of Cost Elements Under TDMS: According to the TDMS, long term
construction costs are included in the financial statements of the period when the provisional or final
acceptance certificate is signed (Usul, 2015: 21).

X Accounting for Cost Elements Under TFRS 15: According to the standard costs are taken
into consideration in the period they occur (TFRS 15, Number 95).

Differences in the Accounting of Progress Payments

X Accounting of Progress Payments Under TDMS: The long term construction and repair
claims are included in the financial statements of the period when the provisional or final acceptance
certificate is signed (Kuguk, 2013: 110).

X Accounting of Progress Payments Under TFRS 15: The progress payments calculated
using various measurements to be included in the financial statements of a period, will be accounted in
the period they occur and included that period’s financial statements (TFRS 15, Number 9, 15).

New Effective TFRS 15 and the Repealed TMS 11Differences
The main differences between TFRS 15 and TMS 11 are as follows;

Contract Costs; Although there is no special regulation in TMS 11, the additional costs incurred by
the conclusion of a contract together with TFRS 15 (e.g. all preliminary costs such as the engineering
work done for a construction project) are considered to be expense and included in financial
statements, regardless of whether or not the contract has been made.
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Example: X Construction Inc. spent 20.000,00 TL on engineering work for the airport project tender
(Savl;; 2016: 62).

SERVICE PRODUCTION COSTS 20.000,00
Project Preparation Expenses
CASH 20.000,00

Project Preparation Expenses

The Contract Includes a Critical Financing Element; If the seller has been provided with financing
due to early payment (advance payment), the financing effect of the contract is considered to be
financing expense. This does not apply to progress payments received in TMS 11. With TFRS, if the
contract 15 includes a critical financing element regarding projects that take one year or more, the
financing element must be separated and accounted for separately (Savli; 2016: 50).

Input Method; Completion Percentage Method is used in TMS 11. With TFRS 15, revenue
measurement will be made according to Input Method (costs incurred or sum of inputs / estimated
costs incurred).

Example: X Construction Inc. started the bridge construction project under the contract signed on
25.07.2017 and set the total completion time as 2 years. The contract type is a unit price contract. The
estimated cost of construction is 4.000.000,00 TL. according to the tender price of 5.000.000,00 TL.
The company has spent 1,000,000.00 TL on the first year. Progress payment of the first year is
calculated as follows (TFRS 15, Number B18).

Input Method: Costs incurred or sum of inputs / estimated costs incurred).
1. year = 1.000.000,00 / 4.000.000,00 = 0,25
1. Year Progress Payment= 5.000.000,00 * 0,25 = 1.250.000,00

RELATED CREDITOR ACCOUNTS 1.250.000,00

REVENUE 1.250.000,00

Bridge Project Progress Payment

CONCLUSION

The fact that the duration of long term construction and repair works is lengthy causes problems
regarding the inclusion period of revenue and costs incurred by continuing construction activities.
TDMS is insufficient in terms of comparison, analysis and transfer of accurate information to
investors whereas TFRS 15 provides more data on financial statements, analysis, comparison and
transfer of accurate information to investors. Until December 31, 2017, the accounting procedures for
long term construction and repair works would be recognized and included in financial statements in
accordance with TMS 11 Construction Contracts. But TMS 11 was repealed on January 1, 2018 and
the more comprehensive TFRS 15 Revenue from Contracts with Customers was put into effect. We
see 3 new applications which were non-existent while long term construction, contracting and repair
procedures were followed according to TMS 11, and which have come into force with the
implementation of TFRS 15.
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. Firstly, the additional costs incurred for contracting (preliminary preparations, engineering
work etc.) are transferred to the financial statements as expense regardless of whether the contract has
been made or not.

. Secondly, the contract includes a critical financing element. Long term contracts for one year
or longer are required to be accounted for separately if the they contain a critical financing element.
This applies to progress payments in construction and repair works.

. Lastly, instead of completion percentage method, input method (costs incurred/costs
predicted) is applied. Furthermore, TFRS 15 has introduced new concepts such as contractual
existence, contractual obligation, transaction fee, performance obligation, and stand-alone sales price.

There is a need for many new practices, academic studies and comments from various academics
regarding this new standard.
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Abstract: Intellectual industrial property rights are among the most important intangible assets owned
by enterprises today.Sometimes these rights can have an economic value beyond the other assets of
the enterprise. With the developing technology, the enterprises gain new intellectual and industrial
rights and make these rights available to other individuals and institutions through license
agreements. In this way, the owner of the business acquires the economic benefit of having an
intellectual property right. The aim of this study is to examine the contents of intellectual property
concepts and to examine how license agreements can be recognized under TFRS-15. For this reason,
the content and limits of the concept of intellectual property have been emphasized and its scope has
been put forward. Then, the accounting of the scope of intellectual property in the form of TFRS is
mentioned and examples are given..

Keywords: Intellectual Property, Industrial Property, Licensing, TFRS-15, Accounting

INTRODUCTION

Technological and economic developments are closely related to the elements that have become
economic values. For example, if a user wants to share video via social media, he / she can upload and
share the video to the related platforms if all the elements in the video (such as sound, music, content)
are his / her own. If another user is entitled to any of the elements in the user's video, the video can be
removed from the related sharing platforms. In the video of the user, the related video may be
presented to social platforms if a new right of use is obtained from the right holder. In such cases, the
social media (such as TV, Internet) offered to the public interest in the film, video, audio and visual
elements such as audio and visual elements (such as a music playing in the film) belongs to someone
else, or if someone else has the right to use the element while the relevant production is presented in
the social media, the content cannot be given (for example, the music cannot be heard in the music
playing places) or its full publication can be stopped. Similar considerations apply to commercial ideas
that have been transformed into physical products such as art products. For example, in order to be
able to offer the products offered by an international enterprise operating in the fast food sector in
another market, region or country within the knowledge of the enterprise, it is absolutely necessary to
obtain permission from the company that holds the right to name and content of the products,
otherwise the products cannot be sold.In fact, sometimes products such as the logo, brand, such as a
new product presented in the market in a similar format, this situation may be subject to the case by
the company that holds the right. It is possible for the person or company holding the commercial right
of a product or idea to make an agreement to use the right to another person or company. In such a
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case, the commercial right may have a contract with the person or the company, product or idea rights
and may use it. As regards the exercise of rights in accordance with the contract, a number of
payments are made to the original owner. The time when the element that generates the income and
the time of recognition of the income may vary depending on the nature of the contract and the
product or idea that is the subject of the contract. Therefore, the revenue is when recognized and how
the income is recorded, it constitutes another aspect of the issue.

The term intellectual property is a concept that includes industrial and commercial property. In order
to have an industrial or commercial right, an idea containing the right must be born and this idea must
become marketable. For this reason, intellectual property has a broad meaning, which includes the
terms industrial and commercial property. Intellectual property in its broadest sense is the result of the
creation and thought of the human mind; expresses symbols, names and images used in trade, literary
and artistic studies (https://www.wipo.int, 2019). Therefore, the concept of intellectual property
includes copyrights related to an artistic work and including industrial and commercial rights such as
trademarks, patents and logos. In the event that a contract is made for the use of such rights to another
person, the situation of transferring or selling a right (license) is encountered, and the subjects such as
how to register the payments made and when such income will be recognized are in the interest of
accounting science.

INTELLECTUAL-INDUSTRIAL PROPERTY CONCEPTS

In accordance with the second paragraph of the World Intellectual Property Convention (WIPO
Convention) signed in Stockholm in 1967, intellectual property rights include the following: These are
(https://www.wipo.int, 2019):

» Literary, artistic and scientific studies,

* Performances of stage artists, phonograms and publications,

* Inventions in all areas of human effort,

* Scientific discoveries,

* Industrial designs,

* Designs with trademarks, service marks and trade names.

* Protection against unfair competition and

» All other rights arising from intellectual activity in industrial, scientific, literary or artistic fields.

According to Tekinalp (2004), intellectual property is the right not only in ideas and works of art, but
also in patents, utility models and industrial designs, where intellectual property is the result of the
creative ideas of the human brain. Commercial or service brands, trade names, logos and designs that
give rise to the intellectual property rights are more features to distinguish the business from another
business (2004: 1).

WIPO has examined the concept in two different ways in defining intellectual property. According to
WIPO, intellectual property, industrial property and copyrights are divided into two. Industrial
property; In general, inventions include patents, trademarks, industrial designs, and geographical
indications. Copyrights refer to literary works, (such as novels, poetry and plays), films, music, works
of art (eg drawings, paintings, photographs and sculptures) and rights to architectural design.
Copyrights at the same time; the performances of performing artists, their rights in the records made
by music producers and the rights of broadcasters in their broadcasting programs
(https://www.wipo.int, 2019).
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The subject of the WIPO Convention and Trade-Related Aspects of Intellectual Property Rigths
(TRIPS) which is the attachment of the contract, consists of both inventions (patents and utility
models), brands, designs and ideas and works of art (Deligdz, 2010:5). Therefore, there is no
distinction between intellectual and industrial property in the relevant contract and these concepts are
used in the same.

The development of humanity is closely related to the capacity to create and invent new studies in the
fields of technology and culture. Therefore, the legal protection of intellectual property elements
allows for the creation of additional resources for further innovation. Thus, it is aimed to reveal new
jobs and industries by encouraging economic growth. Industrial property rights; In general, it includes
technological inventions, utility models, trademarks of goods and services, industrial designs and
geographical signs. The person or organization that finds a product or production technique is entitled
to the benefit and interest arising from the use of the present invention. The invention must be
registered to enable the individual or institution to benefit from this right. The registration process is
made by obtaining the patent related to the invention. Copyright; It covers the rights of the individuals
who produce literature, music, art products and audiovisual products, films, computer programs and
software on these products and the secondary rights of their performers, producers and publishers,
other than their original producers, called neighboring rights (or related rights). Copyright, contrary to
industrial property rights, in principle, without the need for registration process, the owner of the work
is published after the publication (Yucekal, 2003).

CLASSIFICATION OF INTELLECTUAL - INDUSTRIAL
PROPERTY CONCEPTS

Industrial property is classified by WIPO as patents of inventions, utility models, industrial designs,
integrated circuit designs, trademarks, trade names and geographical signs. Intellectual property by
WIPO is divided into copyrighted works, copyrighted rights and linked rights. In this section, firstly
the elements related to industrial property and then the elements related to intellectual property are
briefly explained.

Patent system; it is a system that aims to promote innovation, to transfer and disseminate technology
and thus to contribute to the benefit of both the inventors and inventors and therefore the society. In
general, when a patent is issued by one or several countries, the owner of a patent may have the right
to prevent another person from commercially exploiting the invention for 20 years. In order to obtain a
patent for an invention, the invention must be a patentable invention. Therefore, it cannot be said that
a patent can be obtained for each invention. When the invention of a patent is required, the invention
must be of a patentable nature. In other words, the subject matter of the invention must be defined in
the rules of national law. Another aspect of the invention for which a patent is to be obtained is the
industrial applicability and utility of the invention. The invention of the invention is an important
feature of the patent. Therefore, the invention must be different from the previous technologies and
should reveal some unknown features of the old technology. The invention should also include a
creative feature. The person having an average knowledge about the subject should have an aspect of
the invention which cannot be revealed. The last feature required to obtain a patent for an invention is
that the invention can be clearly disclosed to a person when the patent application is filed (WIPO,
2016a: 8-9).

The term utility model refers to certain inventions, such as inventions in the mechanical field in
general. Ownership of utility models is directed to inventions which are less technologically less
complex than those of the patent subject, and have less commercial life than patents. Therefore, it is
easier to get the property right for the utility model than to get a patent. The maximum ownership
period for the utility model is 7 to 10 years by the laws of the countries and the legal regulations
regarding the utility model may vary widely from country to country (WIPO, 2016a: 12).
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INTELLECTUAL - INDUSTRIAL PROPERTY LICENSING
AND ACCOUNTING IN ACCORDANCE WITH TFRS-15

In general, a license agreement refers to the transfer of the license holder's (licensor) license to the
licensee for a certain fee and for a certain period of time. Licenses are used to transfer the use of an
entity's intellectual property rights and to determine the obligation of the entity to provide such rights.
License agreements relating to intellectual property, according to TFRS-15; software and technology,
cinema films, music and other media and entertainment products, franchises and patents, trademarks
and copyrights. 6796 numbered Industrial Property Law (IPL), the license agreements; the right to
design, the right to design and patent rights (Smai Milkiyet Kanunu(SMK), md.24-75-125).
According to the law, these rights may be subject to a license agreement and may be given as an
exclusive license or non-exclusive license. The licensor of exclusive license agreements shall not grant
a license to any other person and shall not exercise the right to own trademark, design or patent unless
expressly reserved. In the case of exclusive license agreements, the licensee may use the invention,
brand or design right as well as other licenses to third parties for the same rights (SMK, art.24-75-
125).

The first case to be taken into account in the accounting of the license agreements to TFRS-15 is
whether or not the transfer of other goods or services in addition to the component subject to the
license. If the contract has a commitment to transfer the other goods or services to the customer with
the license, then the entity must determine each performance obligation (TFRS-15, B53).

Accounting for license agreements in accordance with TFRS-15 varies depending on whether the
license differs from other goods and services in the contract. If the commitment to license does not
differ from other goods or services in the contract, the entity recognizes the commitment to license and
transfer other goods or services into a single performance obligation. In other words; if the contractual
license constitutes a component of a material good and completes the functionality of the property or
the license in question is such that the customer can only benefit from an associated service, then it is
necessary to determine whether the performance obligation is the performance obligation that is
spread over time or at a given moment (TFRS-15, B54-B55). The following case study may be given
for this topic.

Case Study: An entity enters into a contract with a customer to license (for a period of three years)
intellectual property related to the design and production pro-cesses for a good. The contract also
specifies that the customer will obtain any updates to that intellectual property for new designs or
production processes that may be developed by the entity.

The updates are essential to the customer’s ability to use the license, because the customer operates in
an industry in which technologies change rapidly. The entity does not sell the updates separately and
the customer does not have the option to purchase the license without the updates.

The entity assesses the goods and services promised to the customer to determine which goods and
services are distinct. The entity determines that although the entity can conclude that the customer can
obtain benefit from the license on its own without the updates, that benefit would be limited because
the updates are critical to the customer’s ability to continue to make use of the license in the rapidly
changing technological environ-ment in which the customer operates. The entity observes that the
customer does not have the option to purchase the license without the updates and the customer
obtains limited benefit from the license without the updates. Therefore, the entity concludes that the
license and the updates are highly interrelated and the promise to grant the license is not distinct
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within the context of the contract, because the license is not separately identifiable from the promise to
provide the updates

The entity applies to determine whether the performance obligation (which includes the license and
the updates) is satisfied at a point in time or over time. The entity concludes that because the customer
simultaneously receives and consumes the benefits of the entity’s performance as it occurs, the
performance obligation is satisfied over time (https://www2.deloitte.com, 2015).

CONCLUSION

In the concept of intellectual property, it refers to a broad concept which includes industrial and
commercial property and copyright. Nowadays, the importance of literary and artistic works, including
copyright, as well as the rights related to patent, trademark and industrial design, expressed by
industrial property, has increased.

Rights to such intellectual property cannot be used by others without a license agreement. In Turkey,
intellectual property rights are protected by the IPL No. 6796 and the Law on Intellectual and Artistic
Works N0.5846. Particularly in recent times, the discussions that emerged with the sharing of revenue
between filmmakers and movie theater operators signaled that new legal regulations regarding
intellectual property rights would be made.

The most important requirement for the accounting of the intellectual property license agreements to
TFRS-15 is whether the license agreement element (brand, patent, software, etc.) is different from
other goods and services in the contract. If the commitment to license does not differ from other goods
or services in the contract, the entity recognizes the commitment to license and transfer other goods or
services into a single performance obligation. It should be determined whether the obligation of
performance is a liability that is spread over time or fulfilled at a certain time. If the license is separate
from other goods or services under the contract, then the license must be recognized as a separate
performance obligation. The nature of the license to be recognized as a separate performance
obligation changes the accounting method. According to this, in the event that the license has access
rights, the revenue allocated to the license is recognized by spreading over time. However, if the
license is a right of use, the revenue allocated to the license is recognized at a certain time.
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Abstract: Assurance audit about sustainability reports files the report on the accuracy of nonfinancial
information in the sustainability report. Recently, corporations that file their sustainability reports
through the declaration of assurance have been increasing. This flourishing service supports the
creation of nonfinancial information market which is at the developmental stage. The aim of this study
is to reveal the differences in the statements of assurance presented by expert companies realizing
guarantee auditing and audit companies, scrutinizing the statements of assurance given to
sustainability reports. The study is based on the deductive content analysis sophisticated from
literature to apply on statements of assurance. In the research, sustainability reports registered in
institutional sustainability portal and in the data base of global reporting enterprise with the
statements of assurance in the sustainability reports issued by companies registered in Istanbul Stock
Exchange (Borsa Istanbul) sustainability index have been analyzed. According to the results of
analyses carried out, the standards of guarantee audit, audit procedures, selected data guaranteed in
the sustainability report show differences with regard to parties providing guarantee audit. It has been
determined that assurance report, when given by the expert corporations, only environmental
information is guaranteed but when occurred by audit corporations; economic, social and
environmental information is assured.

Keywords: Sustainability Reports, Sustainability Assurance, Assurance Statement.

INTRODUCTION

Businesses have the responsibilities of explaining the social and environmental information besides
presenting the financial data realistically. Sustainability reports have been prepared with the aim of
sharing that corporations handle the risks and opportunities from the sustainable point of view and
how to balance their social and environmental affects with their economic benefits within the
framework of corporate management principles of companies transparently. Sustainability reports
including the nonfinancial results of operating activities involve the data about the economic,
environmental and social performances of businesses. At the same time, these reports enable to
produce the knowledge that world-existing life styles of businesses and shareholders need for their
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present and future and is impossible to obtain via financial reports (Sisaye and Birnberg, 2010:350-
358; ACCA, 2008:2; Aras and Crowther, 2009:978).

The subject of sustainability is the effect of presently taken decision to the future. Therefore,
sustainability reports including the economic, social and environmental effects of operating activities
,in fact, inform about businesses’ use of environmental resources responsibly and their commitments
to futuristic environmental and social strategies (Aras and Crowther, 2008:438; Sisaye, 2011:388-
389). Yet, being able to obtain this knowledge depends on the content of the reports as mentioned.
Accordingly, members of a profession can fulfil the ability to measure financial and nonfinancial
information reliably and the ability to assure their accurateness and to fulfil the reflection of related
information in the report (ACCA, 2008:6; Jones, 2010:29).

Preparation of sustainability reports is based on voluntariness in our country likewise in many other
countries of the world. Recently, in parallel with the global developments, the number of businesses
that prefer to declare the economic, environmental and social dimensions of their activities to the
public by means of their sustainability reports have been increasing.

The presentation of sustainability report of the business and identification of the risks have gained
importance with regards to all stakeholders “being able to make various decisions about the business.
As a result of businesses” sharing their social, environmental and economic knowledge, decision
makers” assurance need about the reliability of nonfinancial knowledge has increased and within this
context as a response to the needs of data information users, supervision of assurance has appeared.
Supervision of assurance is a supervision operation enabling to provide assurance in consequence of
substantiation of nonfinancial information by the audit firm or by an expert. The need to increase the
reliability of nonfinancial information in the sustainability report has expedited the developmental
process of international standard framework. In this regard; when looked at the supervision
implementations, it is seen that many countries have their own auditing standards. In this field, the
most efficient ones in the world are: foundations within the structure of International Federation of
Accountants (IFAC) and American Institute of Certified Public Accountants (AICPA). Today, many
countries follow the guidance of IFAC’s international regulations concerning supervision and
assurance services (Manurung and Basuki 2010: 75-115).

International Auditing and Assurance Standards Board (IAASB) put ISAE3000 ‘“Assurance
Engagements Other Than Audits or Reviews of Historical Financial Information” standard into action
in the year 2004. In the year 2003 AA1000 Assurance Standard was issued by Social and Ethic
Accountability Institute and was improved in 2008.In Turkey, within this scope, Public Oversight
Accounting and Auditing Standards Authority has put “GDS3000 Assurance Engagements Other than
Audits or Reviews of Historical Financial Information” standard into action since the year 2015 to be
implemented. This assurance supervision standard regulate the assurance supervisions staying out of
Standards on Auditing or audits and reviews of historical financial information. In this standard,
guarantee audit which is determining the overall framework about the guarantee audit has been
identified as the supervision for increasing the assurance level related to the supervision subject of
users that make use of audit subject information or process, as being realized by auditors or experts
according to specific criterion, and as having sufficient and suitable proof being based on these proofs
enabling the preparation of an assurance report.

Literature researches show that the inspection of sustainability reports can affect potential internal
benefits of the company management. According to the previous studies, declaration of assurance
given to the sustainability reports shows that it eases the risk management of companies and it helps a
company foresee the economic, social and environmental problems in future (Adams and Frost,
2008:289; O'Dwyer, 2011:1253). Statements of assurance given to sustainability reports can also be
thought as a value creation source for companies (O'Dwyer, 2011:1236). The presentation of
sustainability report via statements of assurance is crucial for users as this provides confidence in
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making decisions (Park and Brorson, 2005:1095). Adams and Frost (2008:288) also states in his
studies that when decision makers reach the data in their sustainability reports more, it is more
probable that this data will be taken in consideration in managerial decisions.

Jones and Solomon (2010:1105)upholds that assurance should be used as a means not only for
affirming the accountability towards the external stakeholders but also for controlling the management
and for its working effectively. Writers, here, do not regard their declarations of assurance as a means
of response to increasing transparency demands but see as the supplementary internal means for the
decision making of company management. This finding has been supported by Park and Brorson
(2005:1100) with this expression: “providing assurance to develop the real performance and internal
reporting system related to subjects about sustainability of under researched companies”. Yet, in
another study, it has been put forward that in shareholder-based countries and in countries owning a
high level corporate pressure for corporate sustainability, the possibility of securing sustainability
reports is higher (Perego and Kolk, 2012:20). This finding manifests clearly that most of the
declarations of assurance are first given addressed to the managing board. Accordingly, it reveals that
these cannot be used as communicative or stakeholder-based tools.

On the other hand, in Gurturik and Hahn (2016:39) studies sustainability reports have shown that
companies lack clear and dependable information system; hence, data accuracy is inadequate, data
quality (69%) and information flow (52%) have gone up. According to this study, it is put forward
concretely that the assurance of sustainability report helps companies develop their internal
information system concretely.

When literature studies assessed, it has been ascertained that statements of assurance given to
sustainability reports contribute to external shareholders, risk management, other managerial decisions
and to the increase of company value. Nevertheless, it has been concluded that scientific studies on
assurance audit given to sustainability reports are globally insufficient. For this reason, we can state
plainly that, in the framework of international supervision and assurance agreements, academic studies
about guarantee audit given to sustainability reports are needed.In this study, examining the assurance
reports given to sustainability reports; similarities and differences in assurance reports has been put
forward. Carrying out content analysis to assurance reports in sustainability reports that provide
nonfinancial information, assurance-auditing standards applied, assurance contracts, and parties giving
the declaration of assurance were identified and evaluated.

METHODOLOGY

The first study was conducted by Perego and Kolk in the year 2012 in an attempt to determine the
contents, differences, similarities and transparency of assurance reports. Perego and Kolk who tried to
determine the quality of assurance reports set up measuring rules taking specific indicators into
account. These suggested measuring criteria have enabled analyzing the content of assurance
statements in detail and at the same time the evaluation of the quality of assurance statements. To
bases formed by Perego and Kolk, they broadened the scope of the research including Gurturk and
Hahn (2016:40) additional criteria. In our study, fundamentals of assessment extended by Gurtiirk and
Hahn have been used, adapting them.

In the study, assurance reports in the sustainability reports published by companies have been
examined. Institutional sustainability portal and sustainability reports registered in the data base of
global reporting initiative with sustainability reports published on web pages of businesses taking
place in Istanbul Stock Exchange (Borsa Istanbul - BIST) Sustainability Index constitute the sample
of this research. These businesses have been trading in BIST and the ones whose corporate
sustainability performances are at a high level. ”Vodafone Turkey” included in the research has not
been trading in BIST; however it is registered in Dow Jones Sustainability Index in the USA. The

128



V. International Symposium on Accounting and Finance

ISAF 2019
reason of our including the company mentioned is that the group Vodafone has published its
sustainability report as “Vodafone Turkey”.

In the research, 391 sustainability reports of total 120 businesses published between the years of 2013
and 2017 have been examined and 35 of them have been determined to have been guarantee audited.
Statements of assurance of 35 sustainability reports belonging to 16 businesses in total, have been
examined. The reason for the start of research period in 2013 is the increase in the number of
companies that have had assurance audit relating to sustainability report done since this time and
supply of minimum 30 samples required to approach the normal distribution in terms of statistical
analyses (Akoglu and Mutlu, 2018:282). Before the year 2013 only 3 companies: Eczacibagsi (2009),
Arcelik (2010), Opet (2012) presented the assurance report about sustainability report. Sustainability
reports have not been included in the analysis as their assurance haven’t been audited.

FINDINGS

In the light of the information about businesses setting up the research subject, 13 businesses out of 16
presenting the sustainability report with the assurance report are registered in the Sustainability Index.
When businesses that present sustainability report with assurance report are examined on sectoral
basis, it is seen that (8) 50 % of it is production, (4) 25 % financial corporation and (4) 25 % tertiary
sector. According to this finding, companies that operate in manufacturing sector can be said to
present sustainability report with assurance report the most.

Table 1. Details of Assurance Statement

Criteria Characteristics Frequency | Percent
Addressees of | - Address to the board of directors or management of the | 8 %23
statement company

- Specified address 25 %71

- No addressee mentioned 2 %6
Type of assurer - Independent audit firm 20 %57

- CSR/sustainability specialists/consultants 15 %43
Level of assurance - Limited assurance 20 %57

- Reasonable assurance 11 %31

- Combination 4 %12
Type of limited | - Independent audit firm 19 %100
assurance party - CSR/sustainability specialists/consultants 0 -
Type of reasonable | - Independent audit firm 1 %8
assurance party - CSR/sustainability specialists/consultants 11 %92
Type of combination | - Independent audit firm 0 -
assurance party - CSR/sustainability specialists/consultants 4 %100
Methods applied the | - Negotiations with company management 14 %40
most( more than one | - Negotiations with senior employees 8 %23
method per report is | - Realization of substantive tests on the basis of sampling 17 %49
possible) - Application of analytical procedures over data 13 %37

- Examining internal documentation 12 %34

- Presented information has been evaluated by recompilation | 26 %74

method

- Field visits 7 %20

- Design of greenhouse gas information system, control of it | 14 %40

and measurement of it

- Evaluation of inventory design and application 7 %20
Assurance standard Single standard

- 1ISO14064 only, scope 1, scope 2, scope 3 10 %29

Combination of standards

- GDS 3000, GRI and national code of ethics 14 %40
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- GDS 3000 and industry-specific standard 4 %11
- GDS 3000 and AA1000 and GRI 2 %5
- 1SO 14064 and national code of ethics 5 %14

Assurance audit view in the sustainability reports of the businesses we research has been given both
by independent auditing firms and by specialized agencies. All the auditing firms giving assurance
audit in Turkey are the auditing firms called as “Four Great”

In assurance auditing, particularly two standards: GDS3000 and AA1000 have been used. Of total 35
reports examined, in the assurance report given to 20 companies, according to GDS3000 assurance
audit have been realized. In the assurance report of 15 companies, no information is given about the
standard the auditor used. In the assurance audit of sustainability report filed by Vodafone Turkey
both GDS3000 and AA1000 standards have been used. The reason of this is group Vodafone is a
company operating in the Dow Jones Sustainability Index in America. As stated above, AA1000 is a
standard used in America.

It has been detected that when assurance audit is realized by the auditing firm, the information about
assurance standard used in the audit is given; when it is realized by the specialized agency, assurance
audit standard is not stated but only 1SO-014064 and GRI were determined to have been taken into
consideration.

To be able to reach the view of assurance audit, assurance audit reports involves a section about the
operation by the supervisor or the expert including the procedures supervisors applied. Audit
operations are explained in most of assurance statements.

Table 2. Information Taken From Sustainability Report Under Assurance

Information in the sustainability report Auditor Specialist
Economic information 4 0

Social Information 12 0
Environmental Information 19 15

When the content of assurance statements are examined, which content of sustainability report
companies arranged is put forth clearly. It has been observed that these guaranteed sections involve
guantitative data of especially environmental information.

In the assurance reports given by both audit companies and by expert institutions to the businesses in
the scope of research, it has been detected that no proposal has been made to the companies by
supervisors. Yet, in foreign literature studies, it has been put forward by Giirtlirk and Hahn (2016:39)
that companies have been given relevant advice in the assurance statements given to sustainability
reports of publicly-traded companies in the stock exchange of England and Germany.

CONCLUSION

This study examines the declarations of trust given to sustainability reports published between the
years of 2013 and 2017 of publicly-traded companies in Istanbul Stock Exchange.Auditors can be
suggested that they give advices on companies in their assurance reports concerning sustainability
reports in our country. This is because suggestions may help companies with taking potential
precautions for their developing the processes that will improve sustainability performances (Gurtirk
and Hahn, 2016:39).It is determined in our country that whether the assurance audit is presented by
auditing company or by the expert company, not whole information taking place in sustainability
reports is guaranteed, but selected information is guaranteed .

In the selected information generally environmental information takes place; that is, greenhouse gas
emission, energy usage, water usage, indirect emission and waste information and this information is
assured both by the auditing company and the expert company. Statement of assurance given to social
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sciences is encountered only in reports run by auditing company. When the assurance audit reports of
publicly-traded companies in the stock exchange of Germany and England are taken into
consideration, it is seen that social indicators are focused (Gurtirk and Hahn, 2016:39). For instance;
education rate of employees, occupational safety, accident and death rates, job satisfaction surveys
conducted on employees and social aids have been guaranteed. In the assurance audit that will be
arranged by expert institutions, it may be recommended that social indicators in the sustainability
report should be taken into consideration because it has been thought that the assurance of social
sciences may increase the performance of sustainability reports. Assurance statement related to the
economic information has been determined to have been given only by audit companies. These
companies are Tiirkiye Is Bankas1 and Yap1 Kredi Bankasi operating in financial sector.

Concludingly, GDS 3000 Standard which the sustainability report has used in the assurance audit has
been seen as an assurance standard related to sustainability. When the assurance audit given to
sustainability reports are given by auditors, the standardization of assurance procedure may cause the
risk of tarnishing the reliability of declarations. The standardization of assurance procedure causes
extremely little assurance transparency and it cannot offer the proof that existing assurance application
can clarify the sustainability information or it can add assurance to the sustainability reports. When the
assurance audit is given by expert institutions, applied assurance procedures differ according to the
sector the company is in.
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Abstract: The sustainability concept is consisted of three dimensions which are economic,
environmental and social, has become even more remarkable with the protection of natural resources
for future generations has become a global issue.The economic dimension of sustainability expresses
the efficiently management of the tangible capital of the enterprise, social dimension expresses
supporting their social goals by keeping stakeholders' human capital power and contributing to the
development of social capital, and the environmental dimension expresses enterprises' activities in
order to ensure the sustainability of natural resources.Today, since the constitution of healthy
financial structures has a great importance for all states and all international economic
organisations, it is very important that the sustainability activities are reflected on accounting and
auditing processes.Activities related to sustainability concept which are in accounting and auditing
are closely affecting all three dimensions of sustainability. The sustainability of the enterprises is of
great importance for the stakeholders of the enterprises.The globalization movement that entered the
third phase with the communication technologies development in the 19th century, in which the
mercantilist understanding of the 15th century triggered the start of the colonialism, stepped up the
industrial revolution in the 18th century, accelerated the diversification of the activities in enterprises
and accelerated them to become multinational corporations.The increment in the mobility of the
factors of production has become most prominent with the increase in the mobility of capital.. The
diversification and expansion of the business activities came with accounting and auditing
deceptionss. After the encountered financial scandals , corporate management and auditing concepts
came to the forefront for the environment of confidence re-establishment in the capital markets.

The purpose of this study is revealing the role of independent audit in the permanent establishment of
the assurance mechanism in organisation, which is one of the most fundamental expectations of
corporate management. For this purpose, logistic regression method was preferred as the method.
The most important reason behind the preference of the method is that the dependent variable is
categorical and does not require the normal distribution. In the scope of the study, the audit reports of
8 banks that are listed in the BIST Sustainability Index are examined. In addition, banks which are
performing sustainability reporting were also subjected to scoring. As a result of the study, the
importance of the concept of assurance in auditing quality and corporate sustainability and the
existence of the relationship between these concepts are revealed statistically. Additionally, the
relationship between the size of asset and audit quality is also determined and the findings are
compatible with the literature.

Keywords: Sustainability, corporate management, independent audit, professional scepticism,
reasonable assurance concept, ISAE 3402
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INTRODUCTION

Corporate management is an important element for ensuring the effective functioning of the financial
reporting system. Theoretically, there are three monitoring mechanisms existed that enable to create
and implement effectively the corporate management. These are; internal control system, board of
directors and audit committee. The basic research question to be answered in this study is the forms in
which pprofessional scepticism reflections confront organisations and what contributions are of
professional scepticism's to reasonable assurance, that is also considered both in independent auditing
standards and general standards.The attitudes of the members in the audit committees concerning to
professional scepticism, who have the qualifications specified in Article 6 of the Internal Systems of
the Banks Regulation and do not have executive duty and selected by the Board of Directors of banks
in the scope of study to assist it in the execution of the audit and supervision of the activities, affect
the situation regarding to carrying out the risk management effectively. At this point, it is aimed to
provide the comprehensibility of the concept of "reasonable assurance™ which reveals the value of
audit and audit standarts by putting forth the contributions to independent audit, that corporate
management takes as base the importance of accurate and reliable based information network between
top management and stakeholders.

Within this framework, the rising importance of the "assurance"concept in terms of corporate
management and sustainability reporting and the relationship between the independent audit will be
examined in International Standard On Assurance Engagements No. 3402.

In the literature inspection during the study, it has been reached to audit and corporate management,
however no study has been encountered dealing together with reasonable assurance, professional
scepticism, corporate management, corporate sustainability, sustainability reporting and assurance
auditing standards. Gundiz (2018), in his study on financial statement deceptions and methods in
enterprises, aimed to reveal deception audit and the reasons for requiring to deception audit and
emphasize the role of auditor in the prevention of deception, as a result it has been reached that new
techniques should be developed for the methods used in the deception. Terzi, Sen and Solak (2014)
examined the financial reports of firms in their studies which are indexed in BIST100 and found
positive reflections on the independent audit quality of the big firms' auditing and institutionalization
on independent audit quality level in accordance with the literature. Cagiran and Varici (2018, in their
study, have carried out a research upon the especially occured accounting scandals along with the
financial crises and financial information users requests with more information and more transparent
audit report, as a result of the work, auditors related to KDK and top executives with whom will be
contacted may need to be informed, emphasized that especially sections about KDK in new audit
reports which reports have just begun should be kept away from stereotypes expressions.. Uyar (2015)
aims to explain the limited independent audit within the framework of international audit and quality
control standards and limited independent auditing standards. Tilredi, Ala ve Tepegdz (2018),
evaluated the relationship between the corporate management and independent auditing standards.
Varict ve Karakas (2017), examined the 2014 data, the audit reports, financial statements and
price/performance ratios of the enterprises which are operating in the BIST Industrial Index in order to
determine whether the earnings-based variables derived from the items in the financial tables affect
the probability of the audit risk. Karacan ve Uygun (2018), In theirstudy, it has been explained the
new standard regarding to the developed key audit issues notifications in auditor's report in order to
provide more detailed and transparent information to the users of the financial tables by increasing the
communication value of the auditor reports and consequently the quality and reliability of the auditors,
it has been investigated how and in what scope this issue is handled in the audit reports in the 2017
fiscal year, which is the first implementation year of the standard in our country. Kargin ve Arici
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(2015), in their study, they aimed to measure the quality of the accounting information which are
reported in capital markets and conducted a research on BIST.

METHODOLOGY

In this study, a researching has been made on the banking sector in order to reveal the relationship
between corporate management, corporate sustainability activities, reasonable assurance concept in
auditing and independent audit.One of the first reason behind the selection of the banking sector is that
the banking sector began its institutionalization process at an early stages and has been intensively
going on to its activities related to institutionalization. Hence, the banking sector has started in the first
studies on sustainability reporting is another reason for the selection. The data used in the study were
obtained from public disclosure platform, open to public available financial reports and sustainability
reports from BIST and banks' own sites.

In the study, the quality of the audit was selected as a dependent variable, and the variables were
generally selected from the variables in the literature that connected to the quality of the independent
audit. The logistic regression method will be used as the method and the reason for choosing the
method is the fact that the dependent variable is categorical and does not require a condition for
normal distribution.

Within the scope of the study, “audit quality” is the dependent variable. In terms of the audit quality, it
has taken 1 if it is one of the four major auditing companies, otherwise the structure of the binary
variable is formed by taking 0.In the study, independent variables are consisted with, “percentage of
independent members in the board of directors”, “CEO duality “, “management ownership”, “period
of being registered in BIST and XUSRD?”, “whether there is an Audit Committee or not”, "percentage

of belongings to any profession who are members of the Audit Committee", "company size “ and the “
financial leverage".

Table 1: Variables of Research

Dependent
List Of Banks Variables Abbr. Independent Variables Abbr.
Percentage of Independent Members| PIMBD
1 | Adabank A.S. in The Board Of Directors
Akbank T.A.S. CEO Duality CEODU
3 | Anadolubank A.S. Management Ownership MANOW
Period of Being Registered in BIST
4 | Fibabanka A.S. and XUSRD BISTSRD
_ _ Whether  There is An  Audit WACN
5 | Sekerbank T.A.S. Audit Quality | AUQU | Committee or Not
Percentage Of Belongings to Any
Profession Who Are Members of The| AUCOM
6 | Turkish Bank A.S. Audit Committee
Tirk Ekonomi
7 | Bankasi A.S. Company Size COMS
Tiirkiye Is Bankasi
8 |AS. Financial Leverage FINLE
Yapt ve  Kredi
9 |Bankasi A.S.
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CONCLUSION

As a result of the study, firstly, the importance for of institutionalization and reporting in compliance
with the standards for the stakeholders has been put forth. It is of great importance that the
institutionalization process's completion on increment the quality of the audit. Corporate compliance
reports, which are examined within the scope of the study and one of the main sources of data
collection, support the findings.It has been seen that there is a relationship between independent
members in the board of directors, non-executive board members, institutional investors and auditing.
Within the scope of the study, the importance of the concept of assurance in the quality of auditing and
the concept of assurance in sustainability and the existence of the relationship between these concepts
are revealed statistically. The existence of the relationship between asset size and quality of audit is
appropriate with the literature. Since the effects of the auditor qualifications are of great importance on
the independent audit process, this aspect has been examined separately within the scope of the study.
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Abstract:, This paper highlights and discusses the effects of innovative sustainability developments on
environmental accounting information systems. First of all, This paper aims , the integration of
environmental information into the accounting system and the perspectives of companies in their
efforts to reduce the high technology costs in environmental reporting have been taken into account.
In the second part of the study, the evaluation of environmental values with information systems
within the scope of sustainable and innovative policies are examined. Finally, the application of
environmental information systems has been evaluated in a way to provide very effective benefits in
the presence of continuity and innovation in companies. This study also discusses the role of the
System of Environmental EconomicAccounting System and its contribution.

Keywords: Environmental Accounting, Sustainable Innovation Developments

INTRODUCTION

In the new world order in all branches of science for the future changes and taking into account the
level of research and studies are being done.The disclosure of environmental accounting regarding
environmental conservation activities of companies and other organizations, including public interest
organizations and local public entities, provides a means for stakeholders to understand, evaluate, and
give their support to such efforts. Environmental accounting continues to take root as part of the social
system. Sustainability is a complex concept. Sustainability is the principle of engaging in practices
that will not deplete a resource, and sustainability accounting and measurement is to engage in
practices that allow a business to measure and assess the environmental impact of its activities.
Sustainability measurement is a quantitative basis for management of sustainability practices. When a
business makes a decision to use green packaging (a sustainable practice). It needs to know how that
increased cost is offset with decreased waste disposal costs or increased consumer interest, in addition
to the environmental implications. However, it is very important to ensure that sustainability
innovations take place in the accounting system and organizations.(accounting.edu.org:2019)

METHODOLOGY

In this study, it is aimed to reach detailed information by focusing on various areas related to
sustainability and effects of innovation in the triangle of environment, accounting and information
systems.These are shown below: As a research method in this perspective, a clear explanation and
integrity of expression were given importance in the study. The methodology of this study consists of
books, articles, web resources, reports and working papers.
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LITERATURE REVIEW

The valuable approach by (Gray, 2010:47-62) . The emergence of sustainable development as the
complex notion through which social and environmental issues must be addressed whether at policy,
personal or organization all levels has had a growing influence in the accounting literature. The other
study by( Jones,2010:132) The traditional accounting paradigm with its narrow focus on accounting
numbers does not capture the environmental consequences of organisational activity.Another study
pointed about informationTaxonomy Of Sustainable Development Goals by (Parris ,Kates, 2003:562).

The organization of the Global Sustainable Summit and the publication of the Industry Standards are
also important developments.(SASB:2016)

FINDINGS AND EVALUATIONS

The findings of this study are as follows: In the application of environmental accounting information
systems, there are many problems in creating a perspective within the framework of the benefits of
two important factors such as sustainability and innovation in enterprises. It is observed that the data
of accounting information and environmental accounting information systems are very small. Another
important finding is that the transformation of data flow into information in environmental accounting
information systems will provide added value to companies. In addition, businesses need an
environmental accounting information system that covers environmental standards.

THE ROLE OF ENVIRONMENTAL ACCOUNTING
INFORMATION SYSTEMS

Industrial operations cause unique environmental liabilities globally with its associated financial
effects. Industries are therefore becoming progressively more aware of the social and environmental
liabilities pertaining to their operations and products. (Beer and Friend, 2006:548- 549 )

A specific type of accounting information system is the so-called financial reporting system such as
'Hyperion Enterprise’ or' Solver'. Such systems are not transaction systems perse but use data from
accounting transaction systems to provide managers with information without having to drill through
layers of accounting data. In short, these systems are a level ‘above' transaction-based accounting
systems and capture data from these systems to enable more efficient reporting of financial
information environmental management purposes. (Rikhardsson:1998)

Relative to traditional accounting information, environmental accounting information has lower levels
of user familiarity. As a result, the organizational display of these data, and their combination with
non-environmental metrics, is of particular and unique concern.This paper analyzes how some
attributes of environmental data may impact cognitive processing and decision making in order to
guide future environmental accounting research and practice.

This insight informs practitioners wishing to establish more effective environmental accounting
information systems. The implications from this discussion also encourage researchers conducting
environmental accounting experiments to consider the importance of environmental data attributes in
their experimental designs, as well as other factors that may ultimately impact the evaluative
effectiveness of decisions involving environmental accounting information. (Alewine:2019)Basic
concept of Accounting is collecting measuring, controlling and communicating economic information
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about an organization.Comparing accounting information system to tradiotional accouting systems
that you can five basic phases: Planning, Analysis, Design Implementation and support.(Williams,
Spaul,1994:216-217) It can be thought that environmental accounting information systems can be seen
in the accounting systems and the organization is as follows.In the figure (3.1) below I tried to make a
model of Information Systems and environmental relationship in the corporate companies
(GOkdeniz,2016:262)

Management
Information

Accounting Environment
Information al
Accounting ormation

External Users
Internel Users

Figure 1. The Aspect of Environmental Accounting Information Systems in the Corporate
Companies

Environmentally induced financial impacts and ecological impacts of a defined economic system
(Schaltegger and Burritt,2000:30) On the other hand,environmental costs associated with
manufacturing have continuously increased over the past three decades due to increasing societal
demands and regulation.For this reason,companies throughout the United States have increased their
efforts to fully understand the impact of environmental costs.These efforts have been motivated by a
realization that these costs are truly significant.As such environmental cost accounting (ECA) is an
activity that can add business value to company. (Elliott:2001)InTable (3.1) as shown below suggests
that effective cost management principles for value creation can also be evaluated within the scope of
environmental costs:
Table 1. Principles of Effective Cost Management

Complexity

_Organizational Performance |
Effective Lasting Change

_Employee Knowledge |

Obijectives |
Knowledge and Tools

Excellence is the Only Acceptable

Complexity Reduction

Source: Elliot 2001
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ENVIRONMENTAL ACCOUNTING INFORMATION SYSTEMS IN
THE SCOPE OF EFFECTIVE SUSTAINABLE INNOVATIONS

Sustainability is one the newest degree subjects that attempts to bridge social science with civil
engineering and environmental science with the technology of the future. When we hear the word
“sustainability” we tend to think of renewable fuel sources, reducing carbon emissions, protecting
environments and a way of keeping the delicate ecosystems of our planet in balance. In short,
sustainability looks to protect our natural environment, human and ecological health, while driving
innovation and not compromising our way of life. (Environmental Science Org:2019)

After this valuable information above, how should sustainability serve the objectives of the elements?
Looking at this point, we need to understand what their purpose is. For a better understanding of the
subject, sustainable development goals are categorized as including class, life support, people and
subheadings of economy, which include what is to be sustained and what is to be developed, as shown
below in table.(3.2)

Table .2. Taxonomy Of Sustainable Development Goals

Source: Parris,Kates.2003

Sustainable development is firmly anchored in the European Treaties and has been at the heart of
European policy for a long time. The 2030 Agenda for Sustainable Development and its 17
Sustainable Development Goals adopted by the UN General Assembly in September 2015, have given
a new impetus to global efforts for achieving sustainable development. The EU is fully committed to
playing an active role to maximize progress towards the sustainable development goals. (Eurostat:
2018). Another important development is the Sustainability Accounting Standards Board (SASB) to
develop a series of 77 industry standards in November 2018. On the other hand, SASB has issued
these standards by providing a complete standard that sets minimum standards for material
sustainability. It publishes industry-specific standards applicable to worldwide and provides relevant
measurements for a typical company in a sector. (SASB:2019) Morover, SASB, In 1987, the World
Commission on Environment and Development set out an aspirational goal of sustainable
development — describing it as ‘development which meets the needs of the present without
compromising the ability of future generations to meet their own needs.(UCLA:2019)
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The GRI Sustainability Reporting Standards (GRI Standards) are designed to be used by organizations
to report about their impacts on the economy, the environment, and/or society .(GSSB;2016).
Additionally, the Sustainability Accounting Standards Board (SASB) and the Global Reporting
Initiative (GRI) announced ahead of the Global Climate Action Summit (GCAS) last week that they
will move forward soon with a Bloomberg-funded effort to bring their standards in line with each
other wherever possible.(SASB :20)Building on the six priority areas that have framed its
Sustainability Policy since 2015, as well as on its Sustainable Procurement Policy, the Forum has
developed its Sustainability Strategy 2021. This aims to ensure the highest level of sustainability for
its offices and events, as well as to strengthen the integration of sustainability into its global operations
and business processes. (WEF:2019)

THE EFFECTIVENESS OF ENVIRONMENTAL ECONOMIC
ACCOUNTING (SEEA) AND (EIONET)DATA COLLECTION
SYSTEMS

The role of international institutions and organizations in globalized accounting integration is
increasing. Therefore, in this part of the study, two of the important ones are examined. The System of
Environmental Economic Accounting (SEEA) Central Framework applies the accounting concepts,
structures, rules and principles of the System Of National Accounts (SNA) to environmental
information. The Central Framework encompasses measurement in three main areas:

> The physical flows of materials and energy within the economy and between the economy and
the environment;

> The stocks of environmental assets and changes in these stocks; and Economic activity
> Transactions related to the environment. (U.N.2012:9-11)

At this point it will be appropriate to mention some of the works of the European Environmental
Agency which is one of the organizations that make the environmental activities at the highest level in
the European Union. The European Environment Agency (EEA) is an agency of the European Union.
Their task is to provide sound, independent information on the environment. They are a major
information source for those involved in developing, adopting, implementing and evaluating
environmental policy, and also the general public. The (EEA) has 33 member countries. Information
and communications technology for (EEA) and Eionet Specific objectives: provide horizontal
services supporting the EEA-Eionet data collection, data management and access to data, with a focus
on the use of Report net applications, across the five thematic areas where(EEA) has the role of a
European data centre.(EEA,2008:8)

CONCLUSION

Social and Environmental Environmental related performance and operations are the most important
management strategy of the companies.l can only say that primary aim of changing role of accountant
must be protect companies by the environmental damages therefore cost-based operations must be
taken by accountants. Environmental accounting has been one of the most important development in
globally issue.(Gokdeniz.A.Umit,2016:262) It is important to evaluate the positive and negative
factors that may arise in the context of sustainable innovations in accounting systems and
organization. Future research could consider whether environmental accounting information systems
can play a more vital role in managing environmental sustainability.(Sarah and Prem,2013).Last point
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of view is that mostly companies having related data from the Accounting Information Systems and
using them in Environmental Accounting Systems.
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Abstract: In many countries, new patterns of interaction between government and society can be observed
particularly since the 1980°s. The main tendency has been to shift the balance between government and society
away from the public sector and more towards the private sector or towards the joint sharing of tasks and
responsibilities. Governing means all those activities of social, political, and administrative actors that can be
seen as purposeful efforts to manage a society and or one of its segments. Governing in contemporary society is
mainly a process of coordination, steering, influencing and balancing interaction processes between public
actors and involved target groups or individuals. The recognition of the interactive nature of modern
government means that the traditional forms of governing based on top-down or a rational central rule
approach are not considered adequate to cope with new problems or of creating new possibilities for governing.
Governance, on the other hand, may be viewed as the pattern or structure that merges in a social political
system as the result of the interacting intervention efforts of all involved actors. This pattern cannot be reduced
to one actor or group of actors.

Social/ Human rights, particularly in the areas of health and education have been assuming a central role in the
development agenda of national governments, bilateral, and in international aid agencies. Justifications for such
social rights rests on the selection and defense of a set of basic needs, primary goods, or essential human
capabilities. While the theoretical issues surrounding human rights are complex, there is no doubt that the
declining role of governments need to be assumed by other actors to maintain a viable society. The concept of
corporate social responsibility (CSR ) has evolved over the past few decades, reaching its current status of
expressing the responsibility of enterprises to society. Such responsibility may be viewed as consisting of four
components: the economic responsibility, the legal responsibility, the ethical responsibility and the
philanthropic responsibility. The first two are required by society while the third is expected and the fourth is
desired by society. Support for education and health services is part of the philanthropic responsibility of
business. This understanding of CSR is universally shared and promoted by all constituents in society.

In the early writings on CSR, the concept was more often referred to as social responsibility (SR ) than as CSR-
The evolution of the concept may be seen through the main phases of development which are: the 1950-1960s
which represented the period when CSR was introduced in the academic arena and in corporate philanthropy.
The 1970°s which saw a period of rapid growth in the concept of CSR; the 1980’s when stakeholder theory and
business ethics came to the fore; the 1990°s in which CSR was seen to be practiced by corporate organizations;
and the year 2000 onward, since when much empirical work investigating the determinants of CSR, its
embodiment in corporate strategy, and the consequences of its effective implementation has been undertaken.

As on example of CSR, the regional banking group, ALBarka, issued in December 2018, its annual report on its
social responsibility. The report shows that the plan for 2016-2020 calls for the disbursement of US $ 434
million in support of health care and of US $191 million for financing education in the 11 countries of its
operations. Details regarding the allocation per country and the realization rates are provided- This is a
commendable achievement and a good example for other corporations in the region to follow. However, the
information provided is too limited to permit stakeholders and analysts to evaluate the efficiency and
effectiveness of the programs. For example, how are the funds earmarked for health and education are used? By
whom? Are they in line with the national policies for the sectors? Are they supporting measures to redress
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gender, regional, or income inequality? Such questions to be answered require much more information than the
financial targets and disbursements.

Evaluation of the effectiveness of the CSR programs requires both financial and non-financial measures. It is
recognized that without financial resources there is no CSR programs, but that all the financial resources are
irrelevant if they are not well spent on well thought out mission. Therefore, it is important for organizations
having CSR programs to constantly measure and evaluate performance based on both financial efficiency and
its effectiveness in meeting the goals of the program. The key question of any evaluation is whether the CSR
program is delivering on the mission and realizing the maximum impact from the expenditures.

The purpose of this paper is to propose that reporting on CSR activities should be expanded to cover details of
the delivery system used in disbursing the allocated funds for health and education. It is also important that the
reports should cover the evaluation system used by the organizations to judge the effectiveness of the programs.
Such information is considered to be vital for the proper assessment of the organization social responsibility
activities. In the absence of such evaluation, the support of the organization to health and education may be
viewed as an ad-hoc or random charity and not part and parcel of a well conceived sectoral plans.
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Abstract: The communication success between auditor and the staff of the firm audited has great
importance in gathering information and reporting. Effective communication with both top
management and employees ensures successful execution and termination of this process. This paper
presents some of findings of a qualitative research conducted on internal auditors. Today, the use of
electronic communication tools has been increasing rapidly. But these tools caused some
communication problems which negatively affected the process of auditing. Face to face
communication is still the most effective style, but this takes lots of time of auditors for gathering data
or questioning. E-mail communication needs more attention in selection the right words for achieving
goals. This paper present the opinion of some internal auditors about the communication in their
auditing process.

Key words: Auditing, Communication, Communication at Auditing

PREFACE

Businesses, governments, regulatory agencies, independent auditing and internal auditing are more
and more serious in the world of economies, where the economies of countries are integrated
internationally, changing the principles and rules according to the conditions of the day; add and / or
interpret. In this context, the auditors' access to financial information, their monitoring, the control of
external and internal audit processes, the information they receive from their customers, the
explanations, the answers to the questions they are asked is highly dependent. For this reason, it is of
great importance to communicate effectively and to maintain and conclude communication in
accordance with the purpose of the work.

Businesses use control as a tool to detect and eliminate any threats that occur during their activities. In
terms of business the meaning of audit and its purpose is increasing the efficiency, eliminating
application differences among the units, reaching the targets of the enterprise and increasing the
quality of the work done. Businesses aim to achieve these goals through successful internal and
external audits (Sabuncu, 2017, 164).

The purpose of the audit is to determine whether a specified purpose has reached the desired result or
not according to the predetermined norms and standards. The economic audit means auditing of the
compliance of the actions taking place during the activity period with the related standards and
reporting the results by creating evidence during the audit process. The audit is not a goal in general
terms, it is a regulatory method used to determine the objectives, targets and the threats and risks that
may arise against those who are responsible for accountability, and to make the sustained activity
more efficient, effective and sustainable (Ozoglu, et al., 2010, 37).

There are some functions that the audit performs with the intended objectives and the results achieved.
Ozoglu et. al. (2010, 38-40) determines these functions as continuity, efficiency, effectiveness,
frugality, prevention and restriction, correction, restructuring, and coordination. The realization of

146



V. International Symposium on Accounting and Finance

ISAF 2019
these concepts, which are of great importance for the enterprises, depends on the correct and
appropriate communication of the auditors with the audited persons.

In this context, it is not enough for auditors to be equipped with expert knowledge only; in addition to
these knowledge and skills, they must have a social personality and communication skills.

When the definition of communication is examined, it is seen that common characteristics are transfer,
communication and various symbols used for this purpose. One of the parties involved communicates
a message to the other party using the oral, written and/or body language; the other party receives this
message. There is interaction in communication and emotion, thought or knowledge transfer can
enable both sides to enter into an attitude and behavior. In this transfer and interaction, words, gestures
and mimics, body movements, visual elements, etc. symbols are used.

Communication has four basic elements: Source (sender), message and coding, communication
channel, and receiver.

When transmitting a message to the opposing party, the source should be competent to convey what
he/she wants to say, equipped, and informed. For example, if there are issues to be explained that the
auditor has identified during the review, he/she must first make sure of these determinations; he/she
should be aware of what he/she should pay attention to when transferring these determinations and
who will ask questions about these determinations.

The message is a verbal, written, visual element that the source sends to the other party. The message
must be encoded in such a way that the receiver can understand and act according to the message
received.

The communication channel is the means by which the source transmits the message. These tools arise
in the form of oral communication or written communication. Verbal communication can take place in
the form of face-to-face interviews or phone calls, while written communications, reports, minutes or
e-mails can be made. The most effective tool is face to face. The fact that both parties communicate
using verbal and body language and the possibility of explaining unclear elements is an important
advantage. However, in case of need for proof documents, written communication environments are
preferred. In this case, however, the source should be careful to encode the message correctly. For
example, the auditor should clearly state the request for an explanation of the error; The article should
be careful not to be too short to make a doubt or to make it difficult to understand, nor to make it too
long to cause the subject to dissipate.

The recipient is the party receiving the message the success of communication is based on his/her
perceptions, interests, and value judgements (Yatkin ve Yatkin, 2006, s.104).

There are three types of communication, verbal, non-verbal and written. Oral communication is
shaped by two concepts language and beyond language. While the language has meaning with the
words we use while talking, beyond language has meaning of emphasizes and senses of the words.
The words and accents used to describe a perceived misconduct to the opposite party may determine
the extent to which the other party is willing to approach or be willing to explain.

Nonverbal communication is the type of communication formed by the elements such as tone of voice,
body language, space outside the words.

Facial expressions and eye contact are important in effective communication. Ensuring the listening of
the other party, using the expressions, voice tone while talking, are important for the success of the
communication.

Sound language is an important element of nonverbal communication. The tone we use together with
the emphasis during communication has a different effect on creating attention and interest.
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Written communication has a different effect than other forms of communication in terms of being
permanent and evidence. Letters, e-mails, reports, minutes, etc. Are the examples of written
communication. However, written communication is a form of communication that takes longer than
oral communication. Although it is possible to communicate more quickly with the widespread use of
electronic environment, it is still a longer way of communication than face to face communication
(Tutar and Yilmaz, 2003, 54-70).

Saiewitz and Kida (2017, 1) state that there have been differences in communication between the
auditor and the audited firm in recent years with the employment of young auditors, and that they
prefer to communicate with their staff via e-mail. Researchers emphasize that auditors working in
audit firms, which are considered to be the milenium generation born in 1980 and later, prefer to grow
by computer-based communication technologies and to send shortened text messages via electronic
mail.

As mentioned above, face to face and verbal communication plays an important role in ensuring
cooperation and reaching the target in a more effective and easy understanding of each other. Written
communication may adversely affect this process, and shorter writing of messages may lead to an
understanding of the subject and incomplete and / or incorrect information of the counterparty,
resulting in unsuccessful communication (Saiewitz and Kida, 2013, 2).

Saiewitz and Kida, (2013, 9), in their study, the supervised unit managers, have given prejudicial
answers to questions that would put their positions in trouble, or did not give, they have missed the
unwanted information when forced to give. In addition, the more the social investigation is carried out,
the more the supervisors provide such contradictory information. According to another finding, they
are not positive about the income reduction recommendations of the auditors in communication with
electronic mail.

Doan and McKie (2017, 306) stated that since 2000, the investor relations have moved to another
dimension with the scandals, like as Enron, WorldCom, and that communicators and finance
professionals must work together to create synergies in order to create a fair appreciation approach.
Researchers point to the importance of working in the financial world where accounting and auditors
are located, working with professionals in the communication sector, and conducting public relations
studies on ethical values. This problem draws attention to the scientific studies on how to send a
message to gain confidence and to create a positive image especially after the negative experiences of
the auditors.

Lim et al. (2016, 185) emphasized that employees in accounting are more information professionals
than accounting technicians. The authors argue that those working in this area have assumed roles in
facilitating access to information, forensic accounting, strategic analysis and team players. In this
context, they emphasize that communication skills, problem solving, emotional intelligence, critical
thinking, flexibility, team building, in addition to interpersonal communication skills should be
possessed.

Borzi and Mills (2001) and Kerby and Romine (2009), referring to the work of Lim et al. (2016, 186),
in general, communication skills are the most important skills for universities who want to make a
career in accounting. According to Nellermoe, Weirich, and Reinstein (1999), accounting
professionals spend 80% of their work time in communication (Lim et al., 2016, 186). According to
Gray (2010) and Andrews and Sigband (1984), they have the skills of listening to listening, listening,
listening, listening, listening, listening, and presenting to the other parties. is important (Lim et al.,
2016, 186).

Plant and Slippers (2013, 310-321) have demonstrated that internal auditors should have excellent oral
and written communication skills in order to provide added value to their clients by providing
assurance and consultancy services to their customers in the light of their research findings on internal
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audit doctoral students in South Africa. . For this purpose, a group of stakeholders attended the
business communication course and the students were asked about the benefits of this course. The
students stated that they have acquired the skills to promote team work, to create confidence, to
develop presentation skills and to learn effective communication skills.

RESEARCH FINDINGS

Internal auditors were targeted in the qualitative research planned to reveal the attitudes and behaviors
of the auditors regarding the relations with the audited company’s staff. The aim of the research is to
find out what styles of communication the internal auditors prefer in the audit processes, and what
manners they face to in that process.

The questions were prepared as open-ended to achieve these objectives. 16 internal auditors, who
served as internal auditors in the public and private sectors, were selected by means of convenience
sampling from non-random sampling methods and the questions were sent by e-mail.

The data obtained were evaluated by content analysis and the findings were interpreted.

The findings present the answers of these questions:

. What are the communication styles (face to face, phone, e-mail) internal auditers have have
been using with the units / employees that are audited in their internal audit reviews?

. What problems do they face in using each one?

. What are their approaches in solving those problems for each style?

It’s wanted them to rank their priorities among three communication styles from 1 to 3. As seen in
Table 1, the respondents’ favorite style is face to face communication mostly. E-mailing is the second
and telephone communication is the third one.

Table 1. The Rank Points of Communication Styles That Respondents Preferred

Communication Styles Rank Points
Face to face 48
E-mailing 27
Telephone 21

It’s also analyzed the factors affected their preferences of communication styles and the
communication problems they face for each style. Table 2 shows the advantages and difficulties of
face to face communication. According to the findings, gathering more information, using and
understanding body language, necessity of respect to the top management, achieving more
comfortable environment, having instant response are the most advantages of face to face
communication.

On the other hand, it has been shown that there are some challenges such as time and place constraint,
inability to respond immediately and requesting time for examination in face to face communication.

The advantages and challenges of telephone communication are seen in Table 3. As seen, this style of
communication is mostly considered as a form of support. This support can sometimes be for
meetings and coordination purposes and sometimes for confirmation purposes. However, at the top of
the challenges of this type of communication are the possibility of misunderstanding, the inability to
use the body language and asking documents for evidence.
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Tablo 2. The Advantages and Challenges of Face To Face Communication
Advantages n | % (n=16)
Open-ended questions with more explanations and additional questions 2 12,50
Using and understanding body language 2 12,50
Necessity of respect to the top management 2 12,50
Gathering information rapidly and easily 1 6,25
Instant response 1 6,25
Ask questions instantly 1 6,25
More information due to instant communication 1 6,25
Easy explain the extent and content of audit 1 6,25
More help from supervised staff 1 6,25
The advantage of finding more open speech 1 6,25
The auditor feels himself/herself more comfortable 1 6,25
The most productive style of communication 1 6,25
The ability correct misunderstanding 1 6,25
Healthy feedback 1 6,25
Error prevention 1 6,25
Challenges n | % (n=16)
Time constraint for interview 1 6,25
Place constraint for interview 1 6,25
Obligation to make an appointment 1 6,25
Inability of unresponsiveness instantly 1 6,25
Request time for review 1 6,25
Prioritize information that will justify themselves 1 6,25
Act like he/she doesn’t understand 1 6,25
Expose document that does not meet / partially meet the finding 1 6,25
The advantages and challenges of e-mail communication are presented in Table 4. E-mail

communication is mostly used for gathering written evidence, sharing information and documents,
official correspondence, the need for extra explanation, The internal auditors as respondents determine
the challenges of this communication style as failure to provide timely feedback, difficulty of
transcribing expressions to writing, forgetting feedback because of being busy, and various
communication accidents.

Tablo 3. The Advantages and Challenges of Telephone Communication

Advantages n | % (n=16)
Use for interview and coordination of meeting 3 18,75
Rapid communication 2 12,50
More information due to instant communication 2 12,50
Advantage of use for approval 2 12,50
No time and space constraint 1 6,25
Support role of face to face communication 1 6,25
A complementary means of communication 1 6,25
Use for post-reporting monitoring 1 6,25
Advantage of use at geographic distance 1 6,25
Challenges n | % (n=16)
Possibility of misunderstanding 2 12,50
Verbal infirmation 1 6,25
Evidence needs additional information and support 1 6,25
Not seeing the body language 1 6,25
Forget what to do 1 6,25
Details can be overlooked 1 6,25
The negative image as if refraining from face to face communication 1 6,25
Conflict between wanted and presented information 1 6,25
The problem of determining of the date of meeting belirleme sorunu 1 6,25
Communication accidents 1 6,25
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Tablo 4. The Advantages and Challenges of E-Mail Communication

Advantages n % (n=16)
Sharing information and documents 4 25,00
The advantage of gathering written document 2 12,50
The advantages of official correspondance 2 12,50
Use for extra explanation 2 12,50
The advantage of using after reconciliation 1 6,25
Us efor support 1 6,25

Challenges n % (n=16)
Information may not be received at the requested time and format. 2 12,50
Difficulty of transcribing to writing 1 6,25
Inability of expressions to give exactly what is meant 1 6,25
Forget feedback because of being busy 1 6,25
Details can be overlooked 1 6,25
Closed to more information due to formal structure 1 6,25
Communication accidents 1 6,25
The negative image as if refraining from face to face communication 1 6,25
Possibility of misunderstanding 1 6,25
Meaning chaos 1 6,25
Conflict between wanted and presented information 1 6,25

CONCLUSION

International integration is increasing day by day in the globalizing world economy; companies offer
appropriate and attractive investment areas for their investors through their financial statements
without discriminating between countries of origin. In this presentation, assurance is largely provided
by auditors. However, the success of the auditors in the companies is to finalize the process through
auditing activities in accordance with international auditing standards by using the financial statements
prepared in accordance with international standards. This process requires intensive communication
between the the firm being audited and his / her staff and the auditor.

In this context, it is important that the auditors establish a sound communication with senior
management and employees in their information collection, evaluation, monitoring and reporting
activities as well as their expertise. It is one of the basic principles of successful communication to
give importance to the principles and rules in oral, non-verbal and written communication, to use body
language and to understand the body language of the other party and to listen effectively.

The qualitative research on the service of internal auditors reveals important findings in this area.
Internal auditors believe that face to face communication is the most important form of
communication. They prefer to use e-mail for communication in the form of written documents, while
they use telephone communication for support.

Internal auditors stated that face to face communication is more effective and stated that body
language is important in this communication. On the other hand, they stated that they preferred the
professional attitude during the audit process, but they did not ignore social communication according
to the customer's attitude.
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Abstract: Governance, Risk and Compliance (GRC) in an emerging topic in the internal audit. The
purpose of this study is to define GRC approach, benefits of it, to examine framework of it and to study
relationship between GRC, internal audit value and Enterprise Risk Management (ERM).The study
includes theoretical investigation of the GRC implementation. In this context, a literature review was
made on the concept. The current literature on GRC systems is primarily concerned with the
application of GRC systems and the concept of it. The study can provide contribution in the area of
GRC systems for further research.

Keywords: Governance, Risk, Compliance, Internal Audit.

INTRODUCTION

Governance, Risk and Compliance (GRC) in an emerging topic in the internal audit. Today's market
conditions force organizations to be more proactive and rigorous while managing risks and providing
coverage to internal and external stakeholders in risk management effectiveness. Companies that can
clearly identify and scale the risks and potential impacts they face to face as a result of which they
make their business decisions more efficiently. A comprehensive technology-enabled GRC approach
enables organizations to become more resilient by gaining compliance and performance capabilities
(KPMG, 2019).

According to PwC (2005) “In itself GRC is not new. As individual issues, governance, risk
management and compliance have always been fundamental concerns of business and its leaders.
What is new is an emerging perception of GRC as an integrated set of concepts that, when applied
holistically within an organisation, can add significant value and provide competitive advantage.”

LITERATURE REVIEW

The following is a summary of literature on the concept of GRC (Frigo and Anderson, 2009; Racz et
al., 2010; Butler and McGovern, 2012; Spanaki, and Papazafeiropoulou, 2013; Papazafeiropoulou and
Spanaki, 2016).
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