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An Analytical study to the motives and effects of non-
current assets revaluation upon future performance of Saudi

companies .
Abstract

The researcher aims to extrapolate the most important previous studies which have
generally discussed the problem of revaluating the non-current assets in an increasing
rate, as well as the administration's motives behind this evaluation, and the effect of
revaluating these assets on the companies' future performance; with a particular reference
to the standards of Saudi Accounting and its practices in light of office survey and
scientific analysis of these aspects.

Throughout the theoritical survey, the researcher was able to conclude a number of
results, some of which are that all types of revaluated assets have a role in determining the
stock prices, even if the fixed tangible assets were less consistent; thus, the effect of
revaluating machinery and equipment is more powerful than such effect for the real
estates; which in turn suggests that the revaluated operating assets have more influence on
the companies' performance than those assets which are less connected to the operations
directly.

Furthermore, the analytic study has shown that passage of years since the last process
of evaluation has no effect on the evaluating role for the assets' categories; which
indicates that timing is not an important factor for the revaluation of fixed assets and
investments. In addition, the study has also concluded that the revaluation of assets in an
increasing or decreasing rate has an influence on the facility's value, in spite of the
administration's freedom to re-evaluate in an increasing rate, including the effect of such
revaluation on the profits. In this regard, the assets revaluation would provide valuable
and useful information for companies affiliating to countries with clear laws. Thus, the
study has shown that there is a powerful and essential relationship between reserve of
assets revaluation and stock price; and there is a weak relationship between the assets
revaluation and the company's future performance, whenever the ratio of debts is higher
than that of the property rights in the company.

Eventually, there is no doubt that revaluating the non-current assets with a fair value
is considered to be permitted procedure, according to the international standards and
accounting standards in many countries; however, it is not permitted according to the
Saudi accounting standards, except in very limited exceptional cases such as real estate
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investment. Therefore, the researcher recommends a reconsideration of this ban, as the
study has concluded that information resulting from fair value method, has a number of
characteristics such as: the predictive ability, feedback, transience, impartiality, honesty,
realism, comparability and consistency. In addition, the fair value data, resulting from the
process of revaluation, may increase value and benefit of financial information, when
compared historical cost. Moreover, fair value information provides good indicators with
regard to restrictions on distributing the profits and improving the predictive ability; as
well as providing a better basis for feedback on financial performance. Thus, we can say
that revaluation and fair value information are better than historical cost data.

Key words: revaluation- fair value- non-current assets
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