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Abstract:

Investment decisions making depends on the reliability
of financial reporting and quality of internal control through
the auditor's opinion. It is customary to say that accounting
conservatism is one of the main characteristics of financial
reporting, which have been incorporated in accounting theory
and practice for a long time. This study extends this line by
examining the relationship between degree of conservatism
and quality of internal control. Further descriptive analysis
revealed that conservative financial statements help to
improve the quality of internal control. Results indicated that,
there is a positive relationship between the degree of
conservatism and the quality of internal control.
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Degree of

importance Mean S.D Relative imp % Mean S.D Relative Mean S.D . Relati
Imp% I imp%

High level of
Conservatism lead t
high level in the
quality of financial
reporting
O o) (5 gina (Gl
s 253 (eaalaall Jadail)
b 301 33 g Cyseunt )

S

4.17 0.44 83.36% 4.32 0.53 86.43% 4.37 0.66 87.33%

Weak internal
controls result in
a lower quality of

financial

reporting 4.30 0.46 85.98% 4.39 0.57 87.71% 4.15 0.57 83.00%
A180a0 48 ) Cina
Guira N i
Al gl Baga

Firms with strong
internal control can
facilitate the
implementation of
conservatism in the|
financial statement
AU Ll 3 sLaall

s ARG,
Jasa (B L Jos
(silaal) Biasl)

4.26 0.44 85.23% 4.33 0.56 86.57% 4.33 0.54 86.67%
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The remediation
of ICWs can
cause firms to
report more
conservatively 4.22 0.50 84.49% 4.32 0.58 86.43% 4.22 0.64 84.33%
plas B ciligual) 554k
Jaam ARl 408
Uadas <) 3lddal)
Llall a5 3
Weak internal
controls could
also impede the
timely recognition
of losses, thereby
leading to lower
conservatism
Al Ada)al 48 4.38 0.54 87.66% 4.27 0.59
s 0 oS
il ey

85.43% 4.18 0.67 83.67%
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Alpha Alpha cronbach
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Generally, reliability coefficients (Cronbach's alpha) of 0.5 or

higher are considered adequate (Sekaran, 2003).

variables included in the study are reliable

réall G Ll

ARl A8 1 8 ga g onilaal) Jadatll As s Alay) A83le aa g
S il g cAdalall A8 11 8 ga g alaall Jadatll A ja g

Models Summary of the Research Hypothesis

SJ‘J‘?BL)*A%‘ L::S‘ ﬁfj‘
(B) (B)

F test 10.873*** | 308.676*** | 717.047***
R Square .049 0.691 0.801
Durbin-Watson 1.775 2.107 1.750

Predictors: (Constant),Degree of conservatism
Dependent Variable: Quality of internal control
p<0.01

*kk

Coefficients Table of the Research Hypothesis

: O sall O sall
“mé:s"“h') M Al R
(B) (B)
(Constant) 3.3107 0.479" 0.252"
cosalanal) Bada) 4y 0.223"" 0.8917" 0.924™

. so all
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Predictors: (Constant),Degree of conservatism
Dependent Variable: Quality of internal control
" p<0.01, “p<0.05, , p<o.l

80N (ulaa
A significant regression equation was found (F (1, 212), p <
0.01), with an R-square of 4.9%, the regression equation is:
Quality of internal control=3.31+0.223 Degree of conservatism
O Alag) A8e dga g e M il e dand) i il ol Al LA
O B Gumal pall Jlidga s (e el Ladadll 5 dplalall 48 ) dpe o

10 JAY) Gl al)
Quality of internal control =0.479+0.891 degree of
conservatism.
dplay) Ao dga g ac i U el e anll 138 il o sl dadla
Ol el B deay e (oulaadl Baadlly il 480 de 5 o
O A

sCmlifal) cppmal jal)
A significant regression equation was found (F (1, 178), p <
0.01), with an R-square of 80.1%. The regression equation is:

Quality of internal control = 0.252+0.924degree of conservatism
dplay) Ao gag acd Ul sl e Gl il o Jsil) dadla
ol ol Rgag e el Laiailly Al A de s o
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