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According to the Ministry of Finance's roadmap for applying IFRS in Vietnam, listed enterprises
on the stock market and state-owned enterprises holding the dominant power are the first group
of enterprises to alter the preparation of financial statements according to Vietnamese
Accounting Standards (VAS) to the application of International Financial Reporting Standards
(IFRS). The voluntary application period is from 2022 to 2025 and the period after 2025 will be
the mandatory one. This study was conducted to determine the factors affecting the transition
from preparing financial statements following VAS to IFRS for this group of enterprises. The
study involved surveying managers and chief accountants at 120 enterprises belonging to the
group of companies listed on the stock market, state-owned enterprises holding the dominant
power, with the adoption of a regression analysis method. The research results show that five
factors are affecting the transition of financial reporting from VAS to IFRS in this group of

Vietnam enterprises, with the order of influence being ranked from high to low, respectively as (i) Size

and operation characteristics of the enterprise; (ii) Competence of accountants; (iii) Viewpoints
of the enterprise administrators; (iv) Applied accounting regime, and (v) Enterprise owners. On
that basis, the study proposes some recommendations for the transition from preparing financial
statements according to VAS to IFRS for enterprises to meet the Ministry of Finance's roadmap
for IFRS application.

© 2022 Growing Science Ltd. All rights reserved.

1. Introduction

Recent studies of Owusu et al. (2017), Ugwu and Udeh (2018), Ajibade et al. (2019) shows that the application of IFRS in
the preparation of financial statements of enterprises in countries has a significant impact on attracting foreign investment
capital and increasing the value of enterprises in the international market. Therefore, with the trend of integration and
convergence with international accounting, creating a legal corridor on accounting to attract enterprises and foreign
investors, the Ministry of Finance of Vietnam issued Decision No. 345/ QD-BTC on approving the roadmap to apply IFRS
in Vietnam. According to this roadmap, the application of IFRS to enterprises is built in phases, in which certain types of
enterprises are entitled to voluntarily register to apply IFRS from 2022 and consider a compulsory application from the year
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2025 (Ministry of Finance, 2016). Since the issuance of the roadmap to apply IFRS in Vietnam, there have been many
studies related to determining the factors affecting the application of IFRS in Vietnam, typically those by Tran et al. (2019),
Nguyen et al. (2020), Ta et al. (2021), etc. However, most of the studies have been conducted from the perspective of many
enterprises or enterprises on the stock market, or enterprises in a group of industries, with the consideration of the impact
of factors affecting both inside and outside the enterprises.

Meanwhile, for the listed companies or state-owned enterprises that hold the dominant power, most enterprises when
preparing financial statements are producing consolidated financial statements. And when consolidating, the financial
statements of subsidiaries, joint ventures and associates (when the company holds more than 50% of the voting rights
according to the agreed regulations), the financial position of the company and business results must be consolidated. At
the same time, the studies of Nguyen (2018), Kedzior et al. (2020) It also shows that the transition of financial reporting
from national accounting standards to IFRS depends on the similarity of national accounting standards with IFRS, as well
as the effort to apply the national accounting standards to IFRS of the enterprise. Therefore, to convert financial statements
from VAS to IFRS, the authors believe that will be barriers in terms of operational characteristics and ownership types; or
this transition requires the accountants at the parent company and its subsidiaries, joint ventures and associates to have an
understanding of IFRS, as well as to have a consensus on how to make accounting records, accounting methods, the
participation and direction of administrators at companies, etc.

Stemming from the above issues, this study was conducted to determine the factors affecting the transition of financial
reporting from VAS to IFRS from the perspective of considering the combination of the preparation of consolidated
financial statements of an enterprise. On that basis, the study proposes policy implications on the conditions that need
preparing to make it easier for enterprises to convert financial statements from VAS to IFRS. The structure of the research
paper consists of five parts, the following part is the literature review, the third part concerns the research methodology, the
fourth part involves the research results, the fifth part revolves around discussion and policy implications, and the sixth part
is the conclusion.

2. Literature Review

Regarding the identification of factors affecting the application of IFRS in different types of enterprises, there have been
many studies conducted both domestically and abroad, typically:

Tran and Nguyen (2016) argue that economic, legal, cultural and political influences have been significant in the application
of IFRS in the countries. The study suggests that Vietnam should implement direct solutions to the current national
accounting system and focus on factors such as the economy, legal system, educational and cultural level. However, the
study is only confined to the previous research synthesis and has not conducted experimental studies for verification.

And there is a study by Do and Tran (2017) which is on the difference in the preparation of financial statements of foreign-
invested enterprises according to Vietnamese and international accounting. Research results show that cultural factors affect
this difference; accordingly, the authors believe that to reduce the difference to attract foreign investment, state agencies in
Vietnam are required to enhance the role of professional accounting organizations in participating in the activities of drafting
legal documents in the field of accounting. Nguyen (2018) conducts a study on the method of converting financial statements
from VAS to IFRS with an empirical survey of Vietnamese enterprises. The research results show that there are five
influencing factors including (i) Economic integration, (ii) Legal system, (iii) Cultural environment, (iv) Support of
administrators, and (v) Professional qualifications of accountants to convert financial statements from VAS to IFRS. On
that basis, the author proposes recommendations that need the support of state management agencies, training organizations,
as well as implications for the administration of Vietnamese enterprises in the transformation of financial statements from
VAS to IFRS. The results of this study have some similarities with the study of Parvathy (2017), De Lima et al. (2018).

Meanwhile, the study of Tran et al. (2019) on the factors affecting the application of IFRS in listed companies shows that
the factors of return on equity (ROE), quality of audit activities, etc. affect the application of IFRS in enterprises. Along
this line of research, the study of Ta et al. (2021) also shows that the factors ROE, audit quality, foreign investors, the form
of organization also affect the application of IFRS in enterprises. Besides, the research of Nguyen et al (2020) also shows
that the higher the profitability, debt ratio and enterprise size, the more likely that the successful application of IFRS will
be than other enterprises and vice versa. The results of this study have some similarities with the study of Al-Shetwe (2021),
Al-Sakini etal. (2021), Ta et al. (2021), etc. From the review of the above studies, it is shown that many factors are impacting
the application of IFRS to enterprises of different sizes, different operating forms and different legal forms. However, the
research team believe that regarding the transition from preparing financial statements according to national accounting
standards (this study is according to Vietnam's Accounting Standards - VAS) to preparing financial statements according
to international accounting standards, the successful application in a particular enterprise depends a lot on internal factors
belonging to the enterprise such as the knowledge of IFRS of the accountants in the enterprise, the points of view of the
enterprise administrators, the complexity of the organization and operations of the enterprise, etc. Therefore, the authors
determine that this is the gap for our study. Then, the strength of this study is that the research is associated with the specific
financial reporting process of the enterprise to consider the factors affecting the transition of financial reporting from
national accounting standards to applying IFRS.
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Therefore, the research team believes that this study has a certain contribution to providing important scientific evidence to
help enterprises in Vietnam identify the factors affecting the transformation of financial statements so that they have
appropriate and effective preparation plans.
3. Research Methodology

3.1. Research Procedure

To carry out this study, the authors followed research steps illustrated by the following diagram:

Literature review |—»| Surveyed criteria |—»| Design of questionnaires and scales

A A

Cronbach's Alpha test and multivariate Quantitative research
regression analysis (N=107)

l

Regression model analysis and discussion [—» Conclusion and suggested policy implications

Fig. 1. Research procedure
3.2. Research Hypotheses

To carry out this study, the authors only focus on factors from inside the enterprise that affect the transition of financial
statement preparation from VAS to IFRS, including factors and hypotheses for this study as follows:

Competency of accountants (NL)

Human resources are the most important factor that determines the success or failure of an enterprise in general. Therefore,
applying IFRS to the accounting work of an enterprise will also be influenced by the enterprise's own accounting human
resources, namely the professional qualifications of the accounting staff. If the accounting expertise of the enterprise
accounting personnel does not meet the requirements for preparing financial statements under IFRS, the application of IFRS
will not be possible or be implemented but inefficiently. Recent studies show that the conversion and application of IFRS
require high skills, expertise in IFRS and English ability of accountants in enterprises (Shima & Yang, 2012; Zakari, 2014;
Istratea, 2015; Tran et al., 2019; Nguyen et al., 2020; Xuan, 2021; etc.).

Hypothesis HI: Accountants who have knowledge and expertise in IFRS have a positive influence on the transition of
financial statement preparation from VAS to IFRS.

Perspectives of enterprise administrators (QT)

Administrators are the people who directly make the decisions to apply IFRS in the enterprise, so the administrators'
understanding of IFRS and their decisions have an important influence on the application of IFRS in the enterprise. In
addition, recent studies have shown that administrators' support in accessing transformation techniques, training
accountants, and financial support for the transition also have positive and favourable effects on the transformation and
application of IFRS in enterprises (Mulyadi et al., 2012; Tiirel, 2010; Evans & Enahoro, 2014; Christensen et al., 2015;
Tran et al., 2019; Ta et al., 2021; Xuan, 2021; etc.).

Hypothesis H2: Administrators with good IFRS knowledge have a positive influence on the transition of financial statement
preparation from VAS to IFRS.

Size and operational characteristics of the enterprise (QM)

Enterprise size plays an important role, associated with the development strategy of the enterprise. When an enterprise has
a large scale, the operational characteristics and business lines will be diversified; and to mobilize capital sources for
operation and expansion, enterprises tend to rely heavily on external capital sources (liabilities). Accordingly, it is required
that enterprises improve the quality of financial reporting information to be sent to the creditors, banks and potential
investors; thus there will be a greater tendency to voluntarily apply IFRS than small scale enterprises. At the same time,
when enterprises operate in multiple industries, the consolidation of financial statements will face more difficulties than
enterprises operating in single industries. Recent studies also show that the size of the enterprise and the operational
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characteristics of the enterprise are influential factors on the voluntary choice of applying IFRS (Yang, 2014; Uzma, 2016;
Nguyen, 2018; De Lima et al., 2018; Al-Shetwe, 2021; Xuan, 2021; etc.).

Hypothesis H3: The size and operational characteristics of the enterprise have a positive influence on the transition of
financial statement preparation from VAS to IFRS.

Applied accounting regime (CD)

Currently, all of the enterprises in all fields and all economic sectors operating in Vietnam are applying VAS for the
preparation and presentation of financial statements. However, the operation of VAS is increasingly revealing many
limitations, some of which are not suitable for transactions of enterprises in the new period, especially in the context of the
capital market developing strongly and the appearance of a variety of complex financial instruments. Recent studies have
shown that accounting regime directly affects the presentation of information on financial statements of enterprises, as well
as the quality of information on financial statements (Kim et al., 2010; Zakari, 2014; Uzma, 2016; Do & Tran, 2017,
Nguyen, 2018; Al-Sakini et al., 2021; etc.)

Hypothesis H4: The applied accounting regime has a positive effect on the transition of financial statement preparation from
VAS to IFRS.

Enterprise owners (CSH)

Enterprise owners are organizations or individuals that have invested capital in an enterprise, which can be the state (for
state enterprises), capital contributors (for limited liability companies), shareholders (for joint-stock companies), etc. When
the owners invest in the enterprise, the owners are interested in the return on the invested capital, as well as the compliance
with the corporate laws to avoid legal troubles potentially affecting the profitability and growth of the enterprise. Recent
studies have shown that owners tend to require the organization of corporate accounting to follow the principle of non-
employment for activities with a high risk of fraud, as well as transparency and disclosure of information on financial
statements (Noh & Kim, 2015; Yuniarta & Purnamawati, 2020; Kedzior et al., 2020; Al-Shetwe, 2021; etc).

Hypothesis H5: Enterprise owners have a positive influence on the transition of financial statement preparation from VAS
to IFRS.

3.3. Research Model
Based on the research hypotheses, the authors propose the research model which is a multivariable regression model with

the dependent variable being the transition of financial statement preparation from VAS to IFRS and 05 independent
variables being stated in each hypothesis of the study:

Competency of accountants (NL)

HI

Perspectives of enterprise
administrators (QT)

‘y Enterprise owners (CSH)

H4 X X
\ Applied accounting

regime (CD)

The transition of

financial statement

preparation from
VAS to IFRS (Y)

Size and operational

H3
characteristics of the 7

enterprise (QM)

Fig. 2. Overview of the research model
From the above-proposed model, the authors propose the expected research equation as:

Y=a +ﬁ1><NL +ﬂ2><QT+ﬁ3><QM+ﬂ4XCD +ﬁ5XCSH+ &
where:
a, B1, Bz, B3, Bs and Bs are coefficients
€: 1S error
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3.4. Variables of the Research Model

To serve the process of delivering and gathering the data, the authors used the Likert scale (5 options), the rating levels
according to this scale are as follows: 1 — Strongly disagree; 2 — Disagree; 3 — Neutral; 4 — Agree; 5 - Strongly agree. The

variables and scales of the research model are determined as follows:

Table 1
Variables and scales used
Order Factors Observed variables Encryption Sources
Dependent variable
The information on the enterprise's financial statements will The authors® ition i
change positively when the enterprise converts its financial Y1 iau dors prfopom 10.n 18
.. statements from VAS to IFRS ased on references:
The transition of . . . . Noh & Kim (2015), Kim et
. The way of preparing and presenting financial statements will
financial statement X . . al. (2010),
. change when an enterprise converts its financial statements Y2
1 preparation from Tran et al. (2019), Nguyen
VAS to IFRS (y)  irom VAS to [FRS et al. (2020), Kedzior et al
When converting financial statements from VAS to IFRS, it ’ (2(’)20) ’
is to ensure that enterprises comply with the regulations of )
L. . . Y3 Xuan (2021),
the Ministry of Finance and are more likely to access
. . . Taetal. (2021)
investment capital in the coming time
Independent variables
Accountants need to be trained and retrained in IFRS NL2 The authors’ proposition is
Accountants have knowledge of IFRS and the preparation of NL1 based on references:
Competency of financial statements according to IFRS Shima & Yang (2012),
2 accountants (NL)  Accountants need to be proficient in using accounting tools NL3 Zakari (2014), Istratea
according to IFRS (2015), Tran et al. (2019),
Accountants need to have good foreign language skills to be NL4 Nguyen et al. (2020), Xuan
able to read and comprehend IFRS standards (2021)
Administrators need to pay attention to the conversion of
ing fi ial stat ts to IFRS t )\ ith Tl
fg;ﬁii;tlir:)gn . inancial statements to o comply wi Q The authors® proposition is
. Administrators with a full understanding of IFRS will support based on reference:s: Tirel
Perspectives of o . . (2010), Mulyadi et al.
. the transition of preparing financial statements from VAS to QT2
enterprise (2012), Evans & Enahoro
3 administrators (QT) IFRS (2014), Christensen et al
The conversion of preparing financial statements from VAS ’ ’
. . QT3 (2015), Tran et al. (2019),
to IFRS needs financial support and human resource training Tactal. (2021), Xuan
Administrators need to understand the work steps that need ' (2021) ’ ’
to be prepared to convert the preparation of financial QT4
statements from VAS to IFRS
The size of the enterprise affects the transition of preparing N I
Size and financial statements from VAS to IFRS QMi The anthors” proposition is
. . . . o based on references: Yang
operational Operational characteristics of enterprises affect the transition
s . . QM2 (2014), Uzma (2016),
4 characteristics of of preparing financial statements from VAS to IFRS .
. . R Nguyen (2018), De Lima
the enterprise (QM) ~ Mutual support is required between the parent company and et al. (2018), Al-Shetwe
its member companies when converting the preparation of QM3 . ?
. (2021), Xuan (2021)
financial statements to IFRS
Accounting regimes and applied accounting policies affect
the transition of preparing financial statements from VAS to CDl1
IFRS The authors’ proposition is
Applied accountin The lack of regulations and guidance on the application of based on references:
5 pIr)e ime (CD) € IFRSissued by the Ministry of Finance affects the conversion cD2 Zakari (2014), Uzma
s of preparing financial statements according to IFRS for (2016), Kim et al. (2010),
enterprises Nguyen (2018), Al-Sakini
There are many inconsistencies between VAS and IAS/IFRS et al. (2021)
that hinder enterprises when converting the preparation of CD3
financial statements
The forms of enterprise owners (shareholders, capital
contributors, etc.) influence the transition of preparing CSH1 The authors® ition i
financial statements from VAS to IFRS © authors proposition 1s
. A . . based on references: Noh
Enterprise owners The owners' interest in the financial statements of the . .
. - . . & Kim (2015), Yuniarta &
6 (CSH) enterprises affects the transition of preparing financial CSH2 .
Purnamawati (2020),
statements from VAS to IFRS .
. . Kedzior et al. (2020), Al-
That the owners have a full understanding of IFRS will
L . . Shetwe (2021).
accelerate the transition of preparing financial statements CSH3

from VAS to IFRS

3.5. Methods of Data Collection

To collect data for the study, the authors used a pre-designed survey questionnaire based on the variables and scales

identified. The final survey questionnaire was built based on 3 stages.
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Stage 1, Designing a draft survey questionnaire: the authors conducted a review of domestic and foreign studies related to
the research problem to identify research gaps. Next, the research team designed a draft survey questionnaire consisting of
two parts, specifically: (i) general information about respondents, and (ii) survey information.

Stage 2, Consulting experts and conducting experimental investigations to complete the scales, observed variables, etc. to
be surveyed: at this stage, the authors conducted direct interviews with experts who are enterprise administrators, lecturers
at universities and experts working at professional organizations such as the Association of Chartered Certified Accountants
(ACCA), Vietnam Association of Accountants and Auditors (VAA) with the interviews and consultations of 20 people. At
this stage, the research team conducted direct interviews about the survey questionnaires designed in stage 1 and discussed
research ideas with experts and lecturers to check whether the survey questionnaire is appropriate or not, whether it is
necessary to add or adjust the observed scales and variables accordingly.

Stage 3, Designing official survey questionnaire: based on the interview results in stage 2, the authors synthesized and
issued a complete survey questionnaire. To increase the effectiveness, accuracy and feasibility of the survey, the authors
sent the survey questionnaires back to the experts for further review and additional comments (if any), which is to complete
the final survey questionnaire as best as possible.

Similarly, according to Hair et al. (2010), for Exploratory Factor Analysis (EFA) with a sample size of 5:1 applied, the
sample size needed for this study is 20 x 5 = 100 samples; and for multivariable regression analysis, the sample size needed
for this study is 50 + 8 x 5 = 90 samples. Therefore, to ensure the number of samples for the study, the authors sent a survey
to 120 enterprises, including 40 listed on the Ho Chi Minh City Stock Exchange, 40 listed on the Hanoi Stock Exchange,
and 40 enterprises with state capital holding the dominant power through the Google Form. The survey results obtained 107
valid responses, reaching the response rate of 89.16%, the number of votes collected reached the required survey sample
size for the study. Therefore, the number of official survey samples to include in testing and data analysis of this study is
107 samples.

3.6. Methods of Data Analysis

From the survey handouts validly collected, the authors transferred data to Excel, coding variables for each part of the survey. Next,
all of the data were put into SPSS 22.0 software. The authors conducted different analyses and testing, for analyzing data, on SPSS
software as follows:

Cronbach’s Alpha analysis: The purpose of Cronbach's Alpha analysis is to test the reliability of the scale and survey data to evaluate
the correlation between the observed variables that are the influencing factors in the survey to see if the observed variables are closely
related to one another in measuring the impact level of test factors on the development of sustainable tourism. Most researchers accept
Cronbach's Alpha's 0.8 or higher as good; 0.7 to 0.8 is usable and if the concepts in question are new then the coefficient should be
just above 0.6. With Cronbach's Alpha level greater than or equal to 0.8, the scale is considered a good measure, the questions are
closely designed, the scales are correlated to achieve high reliability (Hoang & Chu, 2011).

Exploratory factor analysis (EFA): When analyzing discovery factors, researchers are concerned about certain standards.
First, Kaiser-Meyer-Olkin (KMO) coefficient > 0.5, the significance level of the Bartlett < 0.05 test. KMO is a criterion
used to consider the appropriateness of EFA, 0.5 < KMO < 1, then factor analysis is appropriate. Bartlett's Test examined
the hypothesis of the correlation between zero observed variables overall. If this test is statistically significant (Sig < 0.05),
the observed variables are correlated overall.Second, factor loading coefficient > 0.45. If any observed variable has a factor
loading coefficient < 0.45, it will be disqualified. Third, the scale is accepted when the total variance extracted is > 50%
and the eigenvalue is greater than 1. Fourth, there must be a difference in factor loading coefficient of an observed variable
among factors > 0.3 to ensure the distinguishing value among factors is protected (Hoang & Chu, 2011). According to Dinh
et al. (2018), factor loading is the norm to ensure the practical meaning of EFA. Factor loading> 0.3 is considered to be the
minimum, factor loading > 0.4 is considered important, factor loading > 0.5 is considered to have practical significance.

Correlation and regression analysis: The authors used the methods of correlation analysis and linear regression to test the
linear correlation between the dependent variable and the independent variables. The correlation analysis used for this study
is the Pearson correlation, which has a value ranging from -1 to 1, and the research hypothesis will be accepted correctly if
the significance level (sig) is < 0.05 (Hoang & Chu, 2011; Dinh et al., 2018).

4. Research Results
4.1. Cronbach’s Alpha
In this study, the observed variables of the independent and dependent variables are selected when the Cronbach’s Alpha

coefficients are 0.6 or higher and the total variable correlation is greater than 0.3. The results shown in Table 2 demonstrate
that the variables in the research model are reliable.
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Test results also show that Cronbach’s Alpha of the dependent and independent variables are both greater than 0.6. Thus,
both the dependent variables and the independent variables are satisfactory in terms of reliability, so no variable is removed.
Hence, the test results of the scales show that all scales are consistent and reliable, and statistically significant to use the
EFA discovery factor analysis.

Table 2
The Cronbach’s Alpha coefficient of the independent variable and the dependent variable
Reliability Statistics Number of Cronbach's

items Alpha
1. Competency of accountants (NL) 4 0.754
2. Perspectives of enterprise administrators (QT) 4 0.768
3. Size and operational characteristics of the enterprise (QM) 3 0.671
3
3
3

4. Applied accounting regime (CD) 0.697
5. Enterprise owners (CSH) 0.752
6. The transition of financial statement preparation from VAS to IFRS (Y) 0.852

4.2. Exploratory Factor Analysis (EFA)

Based on testing reliability and correlation by Cronbach’s Alpha, the authors analyzed the EFA discovery factor, and the
results are as follows:

According to the KMO table and Bartlett's test, we have the KMO coefficient = 0.852> 0.5 (greater than the minimum to
ensure proper EFA analysis) and the Sig level of Bartlett's test is 0.000 <0.05, which means that the variables correlate in
general. Thus, the EFA analysis for the independent variables is significant. The analytical results in Table 3 show that
according to the Eigenvalue > 1 standard, 05 groups of factors were drawn. The total variance extracted is 71.540% (greater
than the standard level > 50%), which means 71.540% variation of the data is explained by 05 groups of factors.

Table 3
The results of total variation of the data
Component Initial Eigenvalues Extraction Sums of Squared Loadings
Total % of Variance Cumulative % Total % of Variance Cumulative %

1 8.002 44.453 44.453 8.002 44.453 44.453
2 2.111 11.729 56.181 2.111 11.729 56.181
3 1.575 8.751 64.933 1.575 8.751 64.933
4 1.293 6.156 66.887 1.293 6.156 66.887
5 1.189 6.608 71.540 1.189 6.608 71.540
6 0.896 4979 76.519

Besides, when using Varimax rotation to obtain the best load factor, 05 groups of influencing factors were obtained,
including: (1) Size and operational characteristics of the enterprise (3 variables); (2) Applied accounting regime (3
variables); (3) Competency of accountants (4 variables); (4) Perspectives of enterprise administrators (4 variables); (5)
Enterprise owners (3 variables) (see Table 4).

Table 4
The factor transformation matrix of independent variables

Component
1 2 3 4 5

QM1 0.785

QM2 0.732

QM3 0.759

CD1 0.781

CD2 0.771

CD3 0.747

NL1 0.817

NL2 0.556

NL3 0.610

NL4 0.707

QT1 0.813

QT2 0.717

QT3 0.794

QT4 0.598
CSH1 0.804
CSH2 0.769
CSH3 0.569

Extraction Method: Principal Component Analysis.
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At the same time, for the dependent variable, the transition of financial statement preparation from VAS to IFRS (Y),
according to the KMO table and Bartlett's test, we have the KMO coefficient = 0.712> 0.5 (greater than the minimum to
ensure proper EFA analysis) and the Sig level of Bartlett's test is 0.000 <0.05, which means that the variables correlate in
general. Thus, the EFA analysis for the dependent variables is significant. The analytical results in Table 5 show that
according to the Eigenvalue > 1 standard, 01 group of factors was drawn. The total variance extracted is 79.740% (greater
than the standard level > 50%), which means 79.740% variation of the data is explained by 01 group of factors.

Table S
The factor transformation matrix of the dependent variable
Component Initial Eigenvalues Extraction Sums of Squared Loadings
Total % of Variance Cumulative % Total % of Variance Cumulative %
1 2.489 79.740 79.740 2.489 79.740 79.740
2 0.301 13.257 92.897
3 0.210 7.003 100.000

Extraction Method: Principal Component Analysis.
4.3. Regression Analysis
After conducting the EFA analysis, the next step is to conduct correlation analysis and regression analysis. In this study, the

authors conducted Pearson correlation analysis intending to check the close linear correlation between the dependent
variable and the independent variables, because the condition for regression is the correlation.

Table 6
Pearson Correlation Analysis results
oM CD NL QT CSH Y
Pearson Correlation 1.000 0.383™ 0.427™ 0.388™ 0.414™ 0.371"
QM Sig. (2-tailed) 0.000 0.000 0.000 0.000 0.000
N 107 107 107 107 107 107
Pearson Correlation 0.383™ 1.000 0.380™ 0.355™ 0.235" 0.155
CD Sig. (2-tailed) 0.000 0.000 0.000 0.003 0.001
N 107 107 107 107 107 107
Pearson Correlation 0.427" 0.380™ 1.000 0.406™ 0.418™ 0.452"
NL Sig. (2-tailed) 0.000 0.000 0.000 0.000 0.000
N 107 107 107 107 107 107
Pearson Correlation 0.388™ 0.355™ 0.406™" 1.000 0.407* 0.369"
QT Sig. (2-tailed) 0.000 0.000 0.000 0.000 0.000
N 107 107 107 107 107 107
Pearson Correlation 0.414™ 0.235" 0.418™ 0.407"* 1.000 0.389™
CSH Sig. (2-tailed) 0.000 0.003 0.000 0.000 0.000
N 107 107 107 107 107 107
Pearson Correlation 0.371* 0.155 0.452™ 0.369™ 0.389™ 1.000
Y Sig. (2-tailed) 0.000 0.001 0.000 0.000 0.000
N 107 107 107 107 107 107

The results of the correlation analysis between the independent variables and the dependent variable shows that the sig
values are all < 0.05, the Pearson correlation coefficients are > 0, proving that there is a positive correlation between the
independent and dependent variables. Next, the authors conducted a regression analysis, to perform regression analysis, the
authors calculated the mean value to represent the dependent variables and the independent variables. The results of the
regression analysis are as follows:

Table 7
The results of Regression Analysis
Unstandardized Standardized
Coefficients Coefficients Collinearity Statistics
Model B Std. Error Beta t Sig. Tolerance VIF
1 (Constant) -.492 0.184 -2.680 0.001
QM 0.493 0.064 0.466 7.721 0.000 0.421 1.374
CD 0.035 0.039 0.033 0.890 0.000 0.655 1.527
NL 0.343 0.069 0.285 4.937 0.002 0.227 2.399
QT 0.276 0.079 0.239 3.517 0.000 0.345 1.895
CSH 0.020 0.043 0.019 0.470 0.004 0.283 2.534

a. Dependent Variable: Y
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Table 7 shows that all the independent variables affect the dependent variables for the transition of financial statement
preparation from VAS to IFRS (Y) (this is concluded through the T-test with Sig level of the Test less than 1% and 5%).
Also, the problem of multi-collinearity does not appear in the model. Specifically, the VIF magnification coefficients are
all less than 10 (the level is determined with multiple collinearities to be treated).

R? of the model is 77.2%, proving that the independent variables can explain the high volatility of the dependent variables.
Besides, the results of testing the conformity of the regression function through F statistics from the ANOVA table showed
that the model was suitable (the Sig level of the test is very small 0.000). Thus, based on the regression results table, we
have a regression equation for factors affecting the transition of financial statement preparation from VAS to IFRS:

Y=-0.492 + 0.493x0OM + 0.035%CD + 0.343xNL + 0.276xQT + 0.020<xCSH
The standardized regression model is defined as follows:
Y =0.466x0OM + 0.033xCD + 0.285%NL + 0.239xQT + 0.019xCSH

According to the standardized regression model, the QM factor has a strong impact on the transition of financial statement
preparation from VAS to IFRS (with the standardized beta coefficient of 0.466), followed by NL and QT with standardized
beta numbers is 0.285 and 0.239. The lowest influence on the dependent variable is the CD and CSH factors (with
standardized beta coefficients of only 0.033 and 0.019).

5. Discussion and Policy Implications

From the results of the regression analysis, an interesting relationship can be found. Specifically, the size and operational
characteristics of the enterprise, the competency of the accountants and the perspectives of the enterprise administrators
significantly affect the conversion of preparing financial statements from VAS to IFRS. The results of this study are similar
to those of Shima & Yang (2012), Zakari (2014), Tran et al. (2019), Nguyen et al. (2020), Xuan (2021), Ta et al. (2021).
However, the study also shows that in the context of Vietnam, the issues of accounting regime applied and ownership form
have an impact on the transition of preparing financial statements from VAS to IFRS but is not significant. The results of
this study are somewhat different from those of Zakari (2014), Noh & Kim (2015), Uzma (2016), Kim et al. (2010), Nguyen
(2018), Kedzior et al. (2020). This illustrates that, in Vietnam, to convert the preparation of financial statements from VAS
to IFRS, it is necessary to focus on the issues related to the size and operational characteristics of the enterprise, and the
competency of accounting employees, and the perspectives of enterprise administrators. On that basis, the study suggests
that to convert the preparation of financial statements from VAS to IFRS, enterprises in Vietnam need to do the following
actions:

First, about the size and operational characteristics of the enterprise (OM)

According to the application roadmap of the Ministry of Finance, large-scale enterprises such as listed companies, state-
owned corporations and corporations holding the controlling capital are encouraged to apply IFRS from 2022 and will start
the compulsory application of IFRS from 2025. Therefore, it has been shown that the results of this study are consistent
with the roadmap for IFRS application of the Ministry of Finance. To apply IFRS, enterprises are required to agree on
accounting methods, accounting recording methods, presentation of accounting information, etc. for accounting operations
with shared characteristics between the parent company and its member companies to facilitate the consolidation of
accounting figures on the consolidated financial statements. Particularly for member enterprises with different business
activities from the parent company and other companies in the group, consolidation is required to clarify the overall picture
of the financial position and business results of the group in the consolidated financial statements. Therefore, there is a need
for mutual support between the parent company and its member companies, as well as a need for accounting guides in the
member units on the technique of recording and presenting information in the financial statements under IFRS during the
transition of financial statement preparation to IFRS and the consolidation of financial statements.

Second, about the competency of accountants (NL)

The process of actual survey and interview with chief accountants at the surveyed enterprises also shows that the majority
of accounting staff working in enterprises today are fully trained under VAS. Only a small number of accountants in some
enterprises have self-trained in IFRS knowledge to serve their professional work, which is mainly the case in foreign-
invested enterprises. The understanding of IFRS by accountants in enterprises is currently very limited. Therefore, the
Ministry of Finance of Vietnam should issue policies to support training and fostering of IFRS knowledge for accounting
staff of the enterprises which are entitled to IFRS application according to the issued roadmap. Besides, training should also
be offered to the teaching staff of the universities and colleges with accounting majors to serve the IFRS knowledge training
for accounting personnel in the coming time. The Ministry of Finance can coordinate with international professional
organizations such as ACCA, ICAEW, etc. to support training through IFRS knowledge training in person or on online
platforms, namely Zoom, Google Meet, Youtube, etc., to widely disseminate IFRS knowledge to the majority of enterprises
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conveniently and effectively. At the same time, in addition to the support of the Ministry of Finance, enterprises also need
to actively nominate their accountants to participate in IFRS courses organized by professional organizations to improve
the capacity of English for accounting staff, which is towards the aim that the accountants can easily read, understand and
apply accounting tools according to IFRS for effective financial statement preparation.

Third, about the perspectives of enterprise administrators (QT)

Enterprise administrators need to be aware that the conversion of financial statement preparation to IFRS is mandatory by
law, and that the preparation of financial statements according to IFRS will help enterprises enhance the quality of the
information on financial statements to make it easier to access investment capital, especially from investment funds and
multinational companies. Therefore, the administrators of enterprises themselves also need to have a certain understanding
of IFRS to run the enterprise, to pay attention to creating favourable policies for the application of IFRS in enterprises, to
provide financial support and the necessary conditions for the transition to financial statement preparation following IFRS.

Fourth, about the applied accounting regime (CD)

Subsidiaries or affiliated units in the same parent company or corporation need to have consistency in the application of
accounting standards, accounting regimes and accounting methods for the transition to IFRS is uniform in the compilation
of accounting data and the preparation of financial statements.

Fifth, about Enterprise owners (CSH)

Enterprise owners need to increase the pressure on managers and business operators about the need to convert financial
reporting to IFRS to promote the transition faster, so that soon directly and indirectly benefit enterprise owners from this
transition.

5. Conclusion

This study shows that the conversion of financial statement preparation from VAS to IFRS in enterprises in Vietnam is
influenced by the factors related to the size and operational characteristics of enterprises, competency of accountants in
enterprises, the perspectives of enterprise administrators, the applied accounting regime and the form of enterprise owners.
Among the factors mentioned above, it is worth noting that the factors of the size and operational characteristics of the
enterprise, the capacity of the accountants in the enterprises, the perspectives of the enterprise administrators are the factors
that have a significant influence; while the factors of applied accounting regime and form of enterprise owners are influential
but insignificant. On that basis, the study suggests a number of policy implications that should be examined to meet the
Ministry of Finance's roadmap for IFRS application. It can be said that this study makes an important scientific contribution
to identifying factors affecting the transition of financial statement preparation from VAS to IFRS in enterprises in Vietnam
from the perspective of association with the financial statement preparation process. However, the study also has its
limitations; the surveyed enterprises are not so diverse and have not covered all groups of enterprises that will apply IFRS
in the near future. Besides, the study only focuses on the factors inside the enterprise but not on those outside the enterprise.
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