P AT

ALEXANDRIA

R UNIVERSITY
ol WS — ¥ Yy k= JeY suall B )it !

FACULTY OF COMMERCE

Rneil$) &gl By hSK¥t a2
ol Mg Aol 3

Wily Bl cosiaad ALl BLE Clasna L s s
GASA Ao Adda (NS cadlss e oy Bl oy o

Ao paal) Ll (3 sY) (3 g Basial S Bl — ) S

Ay ol (S Belyall ALl ol A6 Claiae Laaly A Caad) ia Cangia

Cana LS SN CallSs e el (ul el (sams cpald (S 56l dadiall cilalial)!
b Abicially) Lghaina Cp AN 3 Bel il AL yojlal) Al Tasal sl Joln ) s
Sl A g (Ledlaly ASyal aang ciaabal) B35 « g3 Graanilly LVl 8l
e Bl VA Gyl Gl (3)y0Y) o saiall (bl e Al e ulalls @iy,

RN LR PR

B3] e SV (gyinay (o) B dgay () e ouald) sl U 6 cdpall by a5
ASHAN anag daaliall B oo IS (Grinag ol 5B dgngs ASEN o1y ciaiaial) ~ LY
e IS caralad) LY Blaly ¢ @laY) Ganill (o JSI (gyina satg b il 35agg
LR (gyinag ol 80 25n5 ) Auhall clia g WS L Bslall L) il 246 e coas
O IS A dangm 8ol jall LGN () ) Load dadyall coalsy (NS 235 e 5e) 3l
sy () dals (e NS 2SS sy Al (e Ledlaly A2 anng daalial) Bagn
Jalaill a6 Fexdiseal) Ganlial) Bl adl ) L) Jalatll B 8 3l lags
Ayl Jae L850 GBI Ly wlld)

Lihaly A0 s @)Y Creantll (LY 8] cdanball s25a tdpalidal) cilalsl)
AUl A4 (Bl jal) Lllall o il AuLlE

E.mail: neveensalah@yahoo.com



___________ uﬂb sl jall é}'\uﬂ ‘EALAS\ gYgall 3\.)1*13«;\4“ é_gslscw m/;

Determinants of Readability of the Annual Financial Report
and its Impact on Agency Costs: An Applied Study on
Companies Listed in the Egyptian Stock Exchange.

Abstract

The research aims to study and test the determinants of readability of
financial reports in general and readability of footnotes in particular, and its
reflection on agency costs. The research also aims to address the mediating
role of readability of financial reports on the relationship between its
determinants (represented in earning management, managerial entrenchment,
audit quality, company size, and performance) and the agency cost, using
Sample of non-financial companies listed on the Egyptian Stock Exchange
during the period from 2016 to 2019.

The results of fundamental analysis showed the existence of positive
and significant eftect for both real earning management and the company's
performance, the existence of a significant and negative impact for both the
audit quality and the company size, and the existence of a negative but non-
significant impact for each of the managerial entrenchment and accrual-based
earnings management, on readability of financial reports. The study also
found that there was a significant and negative eftect of readability on agency
cost. Moreover, the findings showed that the readability mediates the
relationship between audit quality, company size and performance on one
hand, and agency cost on the other hand. Finally, regarding the additional
analysis, the study presented that best measurement tools are those
measurements used in the fundamental analysis compared to measurements

used in additional analysis.

Key wo rds: audit quality, earning management, managerial entrenchment,

company size and performance, readability of financial reports, agency cost.
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Readl < AQ 178 03 6238 e Readl = Size 295
Readl = AFM 031 116 265 791 Readl =- AQ A58
Readl <« ME 012 06T AM T4 Readl = AEM D16
Ageney cox? =— ABM 843 6d 1331 Um Readl o ME 020
Agency cot? <— REM L0148 190 849 AE““““: <— AEM 07
Agency cox? =— ROE J361 23 113 208 Agencycot? <-- REM -018
Agency cot? <-- Readl 261 43 606 545 Agency coxl <— ROE -087
Agencycos? <— ME JEL 366 2085 040 Agency cos? <— Readl 063
Agency cot? < Size J208 0% 1195 028 Agencycod? < ME 168
Agency coxl <— AQ L1290 0T -TH0 4R Agency cosl < size 117
Agency cotl <— AQ -07%

N
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Model Fit Summary
CMIN RMR, GFI
Model NPAR _CMIN _DF P CMINDF
Default model 33 2407 3 A% 507 | [ Model FMR GFI AGFI PGFL
Saturated model 3% w0 o Default model 001 396 555 083
. Saturated model 000 1.000
Independ del § 135016 28 .0M 8.393
ActperfenRe Independencemodd | 053 733 657 5T0
Baszeline Comparizons BMSEA
NFI  RFI TFI TLI
Model Deltal rhol Delta? rho?  CEI Model RMSEA LOS0 HIS PCLOSE
Default model 550 504 503 827  L000 Defanlt model 000 000 113 645
Saturated model 1.000 1.000 1.000 Independence model 2116 191 142 000
Independence model Q00 000 Q00 000 000

Indirect Effects (Groop number 1 - Defanlt model)

size  ME AQ ROE AEM REM Readl
REM A00 000 000 000 00 00 Rt}
Readl A00 015 000 000 00 00 Rt}
Agency coxt2 | 017 019 047 -03 008 -.033 00

REM
Readl 18
Agency codl 788 §15 588 580

axal all o gl Belll Aaaiall cilabia) Alh (ulo) Gl ()i -y -y
Cildg paal) Ay NS A uladg « Log Words daaiall claliad) cilals
:( AdmExpe and SalExp| Revial) Alaa) [ 4)ayly duasd)

%/v
chi-square=/cmin 02

df=/df o1 ¢ . N
p=/p LS 3y LRdall Jaaa
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Regression Weights: (Group number 1 - Defanlt model) Standardized Regression Weights: (Group number 1 - Default mode)
Estimate SE  CR P Estimate
REM = ME -114 064 -LTHL 083 FEM = ME L141
Read? =-- REM =00 08 381 T3 Read? .. REM 017
Read? = ROE -017 03 -T46 456 Read? «.. ROFE 053
Read? < Size D46 011 3986 #EF Read? 2 Size 165
Read? = AQ 038 030 1946 082 Read? e AQ 173
Read? - AFM I R R [ ) Read? «_ AFM 018
Read2 = ME H05 046 100 511 Read? = ME 008
Agency coa < AFM B40 6 1316 185 Agency cot? =— ARM 106
Agency cox? =— REM 107 4% L1530 Agency cot? =— REM 1]
Agency codl =— ROE -386 188 -LM1 180 Agency cof? < ROE 103
Agency codl =— Readl J63 63 576 565 Agency cof? < Readl 049
Agency codl =— ME JR5 365 1067 0B Agency cof? < ME 170
Agency codl <— Size =208 085 1188 019 Agencycox? =— size 16
Agency coal =— AQ -096 188 607 BH Agency cot? =— AQ N
Maodel Fit Summary
CMIN MR, GFI
Model NPAR. (MIN ©DF P CMINDF
Default model 3 2407 3 4w 802 Model RMR CGFI ACFI PCFI
Saturated model 16 000 0 Default model Qo1 096 REH 083
Independence modd § 1741 28 000 6222 Saturated model 00 1.000
Independence modd | 081 787 716 611

Baseline Comparisons EMSEA
NI RFI Il TU
Model Deltal rhol Deltal rtha? L1
Defanlt model 386 871 803 038 1000 | | Model RMSEA LOS0 HIS PCLOSE
Saturated model L000 1000 1,000 Default model 000 Q00 113 645
B 4,
Independencemodd | 000 000 000 000 000 | | Independencemodd | .IS1 136 207 000

Standardized Indirect Effects (Group number 1 - Default model)

me ME AQ ROE AFM REM  Read!
REM Q00 000 000 000 000 000 000
Read2 Q00 004 000 000 000 000 000
Agencycoa? | 018 003 009 003 001 -001  .00D

ize ME AQ ROE AEM REM Readl

REM
Read? w760
Agencycot? | SM 8 AN 775 860 BTO

TA



