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MODEL SUMMERY () a3, Jsia

Adjusted R Std. Error of the
Model R R Square
Square Estimate
ABSDACC 0.966° 0.932 0.932 0.06905

Predictors: (Constant), Tenure, Big4, Size, Age, Lev, Grow, CFO, NPR, TA. .a

ANOVA? (6) i, Jsas

Sum of Mean
Model Df F Sig
Squares Square
Regression 43.601 9 4.845 1016.056 0.000°
Residual 3.156 662 0.005
Total 46.758 671

Dependent Variable: ABSDACC .a
b . Predictors:(CONSTAND, Tenure, Big4, Size, Age, Lev, Grow, CFO, NPR, TA.
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MODEL SUMMERY (V) i, Jsia

Adjusted R Std. Error of
Model R R Square
Square the Estimate
ABSDACC .965 2. .932. 931 . 06917

a. Dependent Variable: (Constant), TA, CFONPR LEV TENURE, Grow, Size, Big4

ANOVA? (A) by Jsia

Sum of Mean
Model df F Sig
Squares Square
Regression 43.586 9 5.448 1138.869 | 0.000°
Residual 3.172 662 0.005
Total 46.758 671

a. Dependent Variable: ABSDACC
b. Predictors: (Constant), Tﬂ1 CF‘:',NPR’ LEV, TENUEE1 G]“GW, SI'ZE’ Big4
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MODEL SUMMERY() +) a3, Jgia

Std. Error of the
Model R R Square Adjusted R Square
Estimate
SHORTTEN | 0.425° 0.181 0.148 0.07704
LONGTEN | 0.982° 0.964 0.964 0.06200

a. Predictors: (CONSTANT),TENURE, Big4, Size AGE LEV, Grow CFO NPR, TA,
b. Predictors: (CONSTANT), TENURE, Big4, Size AGE LEV, Grow CFO NPR TA,

ANOVA? (11) &) Jgaa

Model Sum of Squares df Mean F Sig
Square
SHORTTEN 0.300 9| .033 0| 5.611 0.000°
Regression 1.359 229 0.006
Residual 1.659 238
Total
LONGTEN
Regression 43.480 9 4.831 | 1256.944 0.000°
Residual 1.607 418 0.004
Total 45.086 427

a. Dependent Variable: ABSDACC 4
b. Predictors: (CONSTANT), TENURE, Big4, Size AGE LEV, Grow, CFO, NPR T4

c. Predictors: (CONSTANT), TENURE, Big4, Size, AGE, LEV, Grow, CFO, NPR TA
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Abstract: The current study aimed to know the effect of the length of audit period and
the size of audit firm on the quality of the financial statements applied to Saudi joint stock
companies. The study focused specifically on the effectiveness of the length of audit
period set by the Saudi regulations as a maximum of five years, with no minimum period.

To examine the effect of both the length of the period and the size of the office on the
guality of financial statements, the study relied on the quantitative analysis approach
using the multiple linear regression model. The level of the discretionary accruals was
used as an indicator of the quality of the financial statements. It was extracted using the
modified Jones model according to (Dechow et al., 1995). The study was applied to joint
stock companies registered in the Saudi capital market during the period (2003-2016);
however, the banking and insurance sectors were excluded.

The results of the study concluded that the length of the audit period, set as a maximum
of five years, lead to a reduction in discretionary accruals as measured by the absolute
value, and hence improves the quality of financial statements. Also, the results indicated
that there was a significant statistical relationship between the long audit period (4 to 5
years) and the quality of the financial statements. However, there was no relationship
between the short audit period (maximum of 3 years) and the absolute value of
discretionary accruals. In addition, the results showed that the big auditing firms were
better than small auditing firms in terms of limiting the earnings management, and hence
improve the quality of financial statements. In particular, the results showed that big
auditing firms were faster in gaining knowledge during the short audit period as
compared to small auditing firms.

Key Words:Tenure - Audit Firm Size - Financial Statements Quality - Discretionary
Accruals - Earnings Management
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