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(both stock exchange and OTC). Since increasing the debt capacity and
improving the liquidity of business units can also help to improve the
financial structure of business units, the relationship between fixed
assets revaluation and these two variables was also investigated. In
this regard, first, all the mentioned companies that had revaluation of
fixed assets during the ten-year period from 2011 to 2020 were
identified and then the effect of revaluation on their financial structure
as well as debt capacity and liquidity using generalized least squares
regression. The variables of company size, growth opportunity and
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capacity and the increase in liquidity. These results are in line with the
goal of the legislator, particularly Article 14 of the law on maximum
use of the country production and service capacity and protection of
Iranian goods approved on 5% May, 2019, which encourages
companies to reform the financial structure, to revaluate fixed assets
and increase capital from this point.
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EXTENDED ABSTRACT

Introduction

Inflation is the most important factor in the revaluation of fixed assets in business units
because the qualitative characteristic of the relevance of financial information is weakened
by increasing the distance between the historical cost price and the asset's current value. In
fact, revaluation is replacing the fair value of fixed assets on the revaluation date instead of
their historical value, and this issue can help the transparency and relevance of financial
statements.

Given that in accordance with international accounting standards, Iranian accounting
standards also allow the use of revaluation of fixed assets under special economic
conditions, and on the other hand, according to several declared goals, including reforming
the financial structure in the laws and tax regulations of recent years, capital increase of
companies from the surplus of revaluation of fixed assets has been exempted from tax by
complying with some conditions. Thus, companies tend to revalue their fixed assets,
increasing their capital in this way.

Due to the lack of identification and full investigation of the consequences and effects of
revaluation of assets in the capital market of Iran, in this research, the relationship between
revaluation and financial structure and debt capacity and liquidity was investigated. The
main questions of whether the revaluation of fixed assets has led to the reform of the
financial structure of companies and if tax exemption has been targeted were addressed. In
this regard, the research hypotheses proposed are as follows:

1- The revaluation of fixed assets has a significant relationship with the financial
structure of business units.

2- The revaluation of fixed assets has a significant relationship with the debt capacity
of business units.

3- The revaluation of fixed assets has a significant relationship with the liquidity of
business units.

Methodology

Types of research

Based on the results of the research, the current research was classified as applied, and
in terms of the method research process was carried out, it was quantitative. From the
dimension of information collection, it was classified as library studies, and also in terms of
time, it was a longitudinal study.

Statistical population of the research

In this research, the data related to 1860 observations of 186 companies active in the
Iranian capital market (both stock exchange and OTC) in the period of 2011-2020 were
collected and analyzed.
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Research model

TDR;, = By + B;RFA; + B,Size; + B;0A;, + B,M/B;; + ¢ Financial structure (1)

DC,, = By + B,RFA, + ByAge,, + 200> 4
. o= . e; —_ &
it 0 1 it 249¢€t EPS, Debt Capacity (2)

Liquidity,, = By + ByRFA;, + B,CCCy, + B3CR;, + B,DEBT,, + BsSALES;, + ¢ o
liquidity (3)

In model (1), company size, profitability and growth opportunity were considered as
control variables and the dependent variable of financial structure was calculated from
equation (4):

TD;, @
TA, + BVE,, + MVE,,

TDR; =

In model (2), following previous research, the life of the company and the ratio of
dividends to earned profits were considered as control variables and to measure the debt
capacity (ratio of debt to total assets) as a dependent variable and with the symbol LEV in
relation (5), the model previously developed by Frank and Goyal (2009) and Marchica and
Mura (2010) were used. Finally, to determine the debt capacity of companies, the regression
residuals of the mentioned model in the research period for each company were used.

LEV;y = B.LEV;;_y + B;LndLEV;; + B,M /B;; + B3Size;; + B,Tan;; + BsProfitability;;
+ BgInflation;; + €;;

Results and discussion

In the current research, Levin, Lin and Chui's test and Im, Pesaran and Shin's test were
used to check the significance of the variables, and the results indicated that the variables
were significant. For variance heterogeneity test, White's test was used, and due to the
equality of the second hypothesis, ordinary least squares method was used. For other
hypotheses, due to variance heterogeneity, generalized least squares method was used with
weighting. To determine the type of model in different sections and time periods of the
combined data, the panel was selected using the bound F test (Chav) from among the panel
design or pooled regression, and to detect the fixed or random effects of the model using the
Hausman test, the fixed effects model was selected.

The results of the hypothesis test indicated the confirmation of all the hypotheses and
the existence of a direct relationship between the revaluation of fixed assets with the
financial structure, debt capacity and liquidity and the control variables of company size,
growth opportunity and profitability also had a significant relationship with the financial
structure. In addition, the control variables of the company's life and dividend to the earned
profit did not have a significant relationship with debt capacity, and the control variables of
sales growth, current ratio, debt ratio and cash conversion cycle had a significant
relationship with liquidity.
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Conclusion

According to the results of the research, the revaluation of the fixed assets of companies
led to the reform of their financial structure and based on this, the debt capacity of these
companies also increased because due to the realization of the value of the assets, the ratios
of their finances improved and the collateral value of the assets increased; therefore, the
credit of the companies with banks and financial and credit institutions as well as other
creditors, including the sellers of raw materials and goods, was increased, leading to the
improvement in the liquidity situation of the companies. These results are in line with the
legislator's goal of encouraging companies to reassess fixed assets and increase capital from
to improve their financial structure. In other words, this tax exemption was targeted.
According to the above findings, it is recommended that companies should reevaluate their
fixed assets based on the inflationary conditions prevailing in the country, and in addition
to providing clear and relevant information to the users of financial statements, they should
modify their financial structure, increase capacity of debt, improve their liquidity and use
tax exemptions and incentives.
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