5u8 At S e 81 a1 b oabond | Bal rp3 ol
50494 A3 L Gy lad

a3l sty A ol (b (el iy s (3ol Grclos (el

Measuring The Degree of Accounting Conservatism in The
Financial Statements as an indicator to evaluate the
Opportunistic Practices of management

A Field Study on The Application of Insurance Companies Saudi
in Arabia
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Abstract

This research aims to measure the level of Accounting Conservatism in the
financial statements published by the insurance companies, Saudi Arabia, and its role in
reducing opportunistic behavior of the management of those companies to increase
profits. in light of the importance of Accounting Conservatism as a way to reduce
Opportunistic behavior of company's management to adopt aggressive accounting that
would achieve the personal interests of management Against the interests of the other
parties in the company, the researcher concept of Accounting Conservatism mechanism
to reduce practices opportunism to achieve management unusual returns Against of
other parties with interests in those companies, and after the theoretical framework, the
researcher field study on a sample of companies of insurance, which are traded shares
in the Saudi Stock Exchange to verify the role that could be played Accounting
Conservatism in the reduction of the actions of management to manipulate accounting
policies to achieve their interests. The researcher concluded from this research is to
increase the degree of Accounting Conservatism in the financial statements of the
insurance companies listed in the Saudi capital market linked morally with earnings per
share, the number of members of the Board of Directors, the rate of turnover of shares
traded was found from the field study and an inverse relationship between the
independent variable (EPS ) and the dependent variable (degree Accounting
Conservatism), and that this relationship is significant, as demonstrated by the existence
of a positive relationship between the independent variable (number of members of the
Board of Directors) and the dependent variable (degree Accounting Conservatism), as
well as the existence of a positive relationship between the independent variable (the



rate of turnover of shares traded) and the dependent variable Accounting Conservatism
degree.
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Sum of
Model Squares Df| Mean Square F Sig.
Regression| 104.708 3 34.903 7.042 .0014
Residual 133.814 27 4.956
Total 238.523 30

(Y Js2s) Coefficients?

Unstandardized| Standardized
Coefficients| Coefficients
Model B| Std. Error Beta t Sig.
(Constant) 8.421 2.614 3.222 .003
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Sum of
Model Squares Df| Mean Square F Sig.
Regression| 15.214 3 5.071 2.540 .06
Residual 53.916 27 1.997
Total 69.130 30
(¢ Js»>)Coefficients®
Unstandardized| Standardized
Coefficients|  Coefficients
Model B| Std. Error Beta t Sig.
(Constant) .085 1.749 .049 961
2010p¢) 4 277- 177 .266- 1.563- 013
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Yedeolosall Jad  3.932E- .000 390 2.169 .039
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Sum of
Model Squares Df| Mean Square F Sig.
1 Regression| 33.334 3 11.111 1.813 .0169°
Residual 165.476 27 6.129
Total 198.810 30
(Yd s2>) Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) 482 2.805 172 .865
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Model SS::;rZZ Df Mean Square F Sig.
Regression 55.448 3 18.483 2.311 .099°
Residual 215.927 27 7.997
Total 271.375 30

(1ds2) Coefficients®
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Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) .965 3.302 292 72
Vo) Vagud) dans 778- 400 .335- 1.946- .062
Y o) Yelac Yl aae .305 337 .156 905 373
YIYO sl Jaxs 8.741- .000 299 1.731 .095

- G gl A A ) il O ) i) a3
s 3 ,laY) Gulaa elaciancer v T Al aie gy ima g ag ) A8 & Tiadge VYA
A ghviall ag ) s dama e YA adade (syine pe 585+, 000 & Thady Yeo
Gsime At Wlhgaf i age v 03 Gsiuwedic Syne s as) YY) TA e A VEYA Lilas
% 4+ Agda il %) Jlaie Al @l il ol josiall o ANl J sl A gina
Jit el yaaiall 303 of @ladl Joaall e Ladf da s LS | A8l sd s Jsds J sl o Say
p—nllon ) Jai el aiall e A sl A8l ) ey e s Allws Ll s )
Al 58l 8 alaall Badat W A 330l O s e bl Jadat 1 A 0 ol aiall
Jisall bl 8 5L 8IS 5 03 gl pg ) Ay (i) () (5253 A8 520 5 ) 5 i) ALl
Dl G A phall A8 ) e L b g A ge 3] o 3 Gadaa sl aae LA
slazmct are sy ) O Ciga e ornlaall Laiai I A j0 ol osiall s slac W) 2 e Jii )
3Ll edS yill 3 pdiall Allall i) o8l 8 o wdad) Jagat W A s 50 50y ) ) (5055 5 aY) (e
Al ) i L s g A g 3 L8] o A ghaiall a1 ()l 50 Jaea G Jisall yopiall
QAWM\M\X_;JA@LJ\M\}WY\Q\J}JJWM\HM\OH@UH\
g Oy 50 Jama 3ol ) () (sa53 Al il 5 8l 8 alaall Baai WA s jasaly ) of G

Al

-YY -



A panll b il il (aili (e G Las

. . . lufdad)

; olaeolimel e Asina | A hisiee | o
3_laY e "
3..}3}._?‘ :‘_._.\,j‘)Lu_hi :&:u_ns;;u.hhh u.hh\ Y..‘ie\_g
Aayhe oY Ao,k e Y iwle v 0 I Yoy ae
da e oY Loy ¥ IS o) You ale
Lol 09 ke Y iwle v 01 v 09 Yoy Vale

) Jgaad) Cpa AUl guilisl) gz i) (iSay

Jlall (3 sas (8 Bl Cpualill S a1 ) a3l gil) 8 csslaal) Jadail) A 50y Ao d8Ne Gllia
(ma oSally agadl Ay li LIS ulaall Jaaail) o) LS ieay agadl dam s (50 gl
oalind) il s FLY) pmlias) ) (g daiatie Luulae b gl o ) ey 138 il
A8 ) Aol Apuay Lilia) Jadall jipe o) LalS" aily JsY1 (i all dava iy 130 g gl Ay

Magl) sy Ml g e (madll LS (4 jall Al

=)

A gl Cpalill IS A AL Q318 A sl Jadail) A 50 gl ) 2S 108

Jlall (3 sus (8 3l Cpalill S a1 Al a3l gl 8 cslacad) Jadail) da )3 (0 A0 yha 48DMe Gl
Ll ol Jagaill da 3 o)) WS ey Jlall sms (8 A ghaiall agul) () )50 Jama s (53 g2l
agsl (8 G palisall A8 30l Al el 1385 ¢ e GeSall g Al a1 ()50 Jaxa o))
Mo T A dle il Lpal 3l il )

A gaiall agul1 Gl Jama 3l LS alaal) Jagail) o) Ll " adly  SEH (ol daia iy Vg
A 5all A aaal) dadll Gl iny (el Badaill (5 gud) @l ) o @lld aa s "Jlall (5 g (8 AS il
o aiiaal) G AS Al Al agul e 508 Jglai llee (5t il 5 4 il Aal) e S
Juall (8 a8 Bl (Cppalil) S ] AL 3l gl adaal) Jadacl) s 50 G 0 ke A8De cllia
Lagatl) a5 a3 LS 5 lay) Galas elimef dae o) 5 WS (e 3Y) (ulaa cliac| dae 4 (53 g2l
S 5 85 lY) Galaa liac (e ) Sl daedl Qo Al g 138 5 (rimaa Sl 5 el
Andaie dpalae Gl gl e Gualdl

33 WS (LT dtl) (5585 (6l) aall Tadail) (5 gie 2oy " asly CEN (o 8l daa cady 138
odlaa 8 Al clalad) dsa adde iyl eliac V) aae 3aly 38 "3 aY) Galaa sliac] aae
Aailly gl o8, 8 Jasail) (5 5hue 3205 ) 2 A eY) ZLOYL Gl ey lis sy
(ol Bl )iy yidal) dall 1) 48 gud) dall A 30y 5 (Jllly 5 4y j8al)

-

-y

4 grd) Cpalill S i 8 sl Ladaill a0 8 5Ly @lin o ey Agilagal) Al all il (g

CL.U“).[\ aail) .JS}: \..JAJ a@-u:i)[\ Q\JJJ Jazac T’Jb:}” u.nl;.c ;Lé:.::i e ¢ e@_..ul\ 4_:;4).1 L@_@)\.ﬂ:

o

oaliadl oo ydine oy 138y 4S80 Aaaal) A V) Jia Lely Sl ellil 5 ) sdiall dpalall
G oAY) Gk Clua o leallas saadl 3000 g 5lem¥) dslully #LY0 cedul
bl

-YY -



Sl gil) g gilidl) =Y

xS IRYAR

Ol S a5 5 il Al 200 58l 8 sl Jaaat N s0 ld) Gua) 13 a Caagiu
¢ sma o—bs ¢ Lo ¥ saly 31 S 5 El @l s oy A Sleil) il yail) (e aall 8 D el
Ae i) A ulaal) (adlnd 4S5 al 5 1) i e aall Al b € nulaal) Jadat Y g ghe A aal
= soaY Gl Y A Alas Gl e 30 daddll mload) goiad Lald g
e 2l A S sl Jadai W) o g gda ad sl Ly yhai )l da) iy Caal) oy 288 48, 4l
G535 =AY) Gl LY s e dile 5 2 se By Giadl A eyl Gl jladl
Ailae Aol pay Caldl L8 (o il Ll an & (e olgilY) adie 5 lS )l @l 8 mlliadll
O30 e Bl A g sall ALl (3 gl 8 Lgmgad Jghaii (U cpall) S 58l e die e
Ll Gy e DUl 5 oY) Gl joal (e aad) 1 nland) Ladsi Ay o Sy 52
DA il Gl 13 e Galill Gald g Lgalliaa (gaia]

- Ay Jall) mailidl)

Laiat W A s o gl (ol A LA (g 8 DN sl g - dail) LY e Al g 13
Al A58l 830y Gelae slcac] aae ol ) ae 210353 sl Ul 200 5l 8 ovladl)
AR e b il 3y sy o) s Aduill 3 pla¥) b e 481 S ) A A aS o g3l
b A sall (o, AV V) Jadi 3L 550 ) Grealall 4 alall Amenll 3 Jelill L 50
e ya )50 Jmadi 13 S 9 5 )oY G dacad el A abisdl) (lalll g 48l Al 5 L adIS A4S, )
138 5 AS 5800 A dapnall il slaall A5y e Lo 550 IS e mdle 5t 3 5ems  ¢ sl
Oy Jama By 56 (8 gmnd) (a2l se s sl s audaall oy ) oy ANl sl
Laiat U A 50 2 5 ae agudl Ay ) alads) Glld S ulaall Jadad 1 3o 5050l 30 ag )
eladl

- Audlanal) galadly

sl Of s (e aall (o bl LI 8 Caalll ) Joa 55 e Ailagall Al all il s
Lo 55 (50 grall Jall (8 g 8 Bl el S 538 AUl 230 5l 8 oalaall Jadai l As o
O G G A gl g1 () 50 Jamac JlaY) Galae elimc aaeagad) dmy ) aa Ly sine
Aa ) il il (gl dmy ) JEwall Hoial) oy A€o A8Me dpa g Ailaall A )
il G Al A B gy i LS A gine A Bl 02 s (5 (Losslaall adai
Sy elld S ¢ bl Badat WA s o) alall i)y (Bl Gudae elozac aae )Ji )
it N Ao o il il (A slaiall agul) o)) 90 Jama)Jiisall il A0 5k 4 8de
eladl

-YY -



AL daldl a g sl Gluagl Y/
Alaal il glaall agalasiind LK) wie 5 laY) Galae slacl o sandia 4y jla) 5 dille Gl sie (a5
O atiall (Bl mlian gy Lee dale Claslaall oda is Jddpale e dilse (iaad (8
e oYL e Sl et (el S 55 8 Andacial) dpndaall clulpadl e AR adey Alladl) Y
A8l 8 il 53 oA Gl Clua e dale ye 21l se sl 3yl cuila
A A jladl e ST 4ie piliadl Y ol Badailly gl dakiiddl cilinglly o geal jall ety Y
8 AR 3alyy Uil Aidad) g a8l N e jand B ) ey AS 58l sl dad o Lliall adlidd) @l g
Sl s (3 Lagens] dad a5l 5 48,8
Cayial s SIS AL ALl 23580 ulaall sl LAl plise skl Aieall Cilgall oL8 5 5 i - £
Ll g (8 e sbaall el i Lehaiat a5l Tada S 80 ol
Alitiee Dgan Dl 65
Al Yl 8 el Jaaail) & gam gy (3l Aliisall Cilag¥1 (e 3all 6l jals Cialll a gy
AS il Fl Y Al el ¢ anlaal) Tl o Al A8e A jo -
o ddliadl Joall 3 3 sall of dplaall ol g dppalaadl juleall Gaadad & CaMAY) 50 Al Y
. nlaal) Ladatll Aa ja g RS gal) ae ) @ adat s 48BN i) jo ¢l ja) ST

L



aalsall

A 2l ) yal)
Gl il e bl o wdadi daeat U alaadl jg baiall ™ Yo v Acads i e yall o i -
aaall ¢ Ulaids - dmala b laill A0S ¢ gl 5 5laill ¢ " Ay aall agul) (s 8 A glaidll
L JsY!
Fadia Jae A 55 ¢ " A and)l Gl AN 8 e daaatl) " Y e Sl lali o a2 ¢ ded) -
Aralay dulaal) aud ¢ Aalaall skt Juad 3 e 4palall 5 5aill
s ¢ bl ¢ A0 sl A yadl ASladll ¢ 3 gr Gl
U RN N 5 °F G | [V NP PPN [RION PN g FUOR i1 I S (P SO [P B+ g B EQ
3oladll A ¢ d jladll g Al il pall Adae o " adadll , Sall s calaall CLalasY) ¢ g
PG 20l ¢ oy g g i palal) daals
gl lad il Al Y AAY (aaldy 8 aZedladl e sy i A diy -
(S5 mmA el
s ol s Ao all LpaSlall Jla A dplaal) clulpul) 8 Jadatil) (g shue Gl ¢ Yoo A A ol -
A ApapalSY) ) g e 31 53S0 Alu yedia YY) 4y jladll & gall ALl il e ~lal) 83 5a
e i pemal) 5 L) o sl

dial) aal sall
- Ahmed , A and Duellman , S,2007 " Evidence on the Role of Accounting Conservatism in
Monitoring Managers investment Decisions"Working Paper ,www.ssrn.com.
- Amat, Oriol , John Blake, and Jack Dowds, (1999), "The Ethics of Creative Accounting”,
Journal of Economic Literature, December, PP. 1-17.
Amir , E; Guan, Y and Livne , G,2007 " An Empirical Analysis of the-
Association Between Auditor Independence and Accounting
Conservatism "', Working Paper , www.ssrn .com.

-- Ball , R and Shivakumar , L,2005 " Earnings Quality in UK Private Firms Comparative Loss
Recognition Timeliness ", Journal of Accounting and Economics , vol.39 , pp.83-128.

-- Basu , S,1997, " The Conservatism Principle and Asymmetric Timeliness of Earnings " ,
Journal of Accounting and Economics , vol.24 ,pp.30-37..

- Beaver , W and Ryan , S,2000 " Biases and Lags in Book value and Their Effects on the Ability
of the Book-to-Market Ratio to Predict Book

Return on Equity ", Journal of Accounting Research , vol.38,

pp.127-148.

- Beaver , W and Ryan , S,2005 " Conditional and Unconditional Conservatism Concepts and
Modeling ", Review of Accounting Studies , vol.10, pp.269-309.

-Yo._



-Beekes , W ; Pope , P and Young , S,2004 " The Link Between EarningsTimeliness , Earnings
Conservatism , and Board Composition :

Evidence for the UK ", Corporate Governance , vol.12 , , pp.47-

51.

- FASB ,2006 " Preliminary Views , Conceptual Framework for Financial

Reporting : Objectives of Financial Reporting and Qualitative

Characteristics of Decision Useful Financial Reporting Information ",

FASB , July.

-Francis , J and Wang , D.,2008 " The Joint Effect of Investor Protection and Big 4 Audits on
Earnings Quality Around World ", Contemporary

Accounting Research , vol.25 , pp.4-37 .

- Givoly, D., & Hayn, C. (2000). The changing time-series properties of earnings, cash flows and
accruals: Has financial reporting become more conservative? Journal of Accounting and
Economics, 29, 287-320.

- Gotti , G.,2008 " Conditional Conservatism in Accounting : New Measure and Tests of
Determinants " , Working Paper , www.ssrn .com.
-Hamdan, A. (2011). The Impact of Company Size, Debt Contracts, and Type of Sector on the
Level of Accounting Conservatism: An Empirical Study from Bahrain. International Journal of
Business and
Management, 6(7), 10-21.
-Hamdan, A., Abzakh, M., and Al-Ataibi, M. (2011)."Factors Influencing the Level of
Accounting Conservatism in the Financial Statements. International Business Research, 4(3), 18-
29.
-- Hamilton , J ; Ruddock,C ; Stokes , D and Taylor, S.,2005 " Audit Partner Rotation , Earnings
Quality and Earnings Conservatism ", Working Paper , www.ssrn .com.
- Jenkins , D ; Kane , G and Velury , U.,2007 " Earning Conservatism and Audit Quality : An
Examination of the Late 1990 s ", Journal of Forensic Accounting , vol.7 , pp.287-302 .
-Jenkins , D and Velury, U.,2008 " Does Auditor Tenure Influence the Reporting of Conservative
Earnings ? ", Journal of Accounting and Public Policy , vol.27, pp.115-142 .
- Krishnan , G and Visvanathan , G.,2008 " Does the SOX Definition of an Accounting Expert
Matter ? the Association Between Audit
Committee Directors Accounting Expertise and Accounting
Conservatism ", Contemporary Accounting Research , vol.25

pp.6-31.
- Lobo , G and Zhou , J.,2006 " Did Conservatism in Financial Reporting Increase After the
Sarbanes-Oxley Act ? Initial Evidence ", AccountingHorizons , vol.20 , pp.57-73 .

-Merinda,B.,2012" The Persistence, Conservatism and Value Relevance of Earnings throughout
the Business Cycle" Master Thesis Accounting, Auditing & Control, ERASMUS UNIVERSITY
ROTTERDAM, Erasmus School of Economics.

- Penman, S. H., & Zhang, X.J. (2002). Accounting conservatism, the quality of earnings, and
stock returns. The Accounting Review, 77(2), 237-264.

L



- Richardson, S., Sloan, R., Soliman, M., & Tuna, I. (2005)."Accrual Reliability, Earnings
Persistence and Stock Prices”, Journal of Accounting and Economics, 39 (3), 473-485.

- Ruddock , C ; Taylor , S and Taylor , S.,2006 " Non audit Services and Earnings Conservatism :
Is Auditor Independence Impaired ? ", Contemporary Accounting Research , vol.23, pp.701-732 .

--Shroff , P ; Venkataraman , R and Zhang , S.,2007 " The Conservatism Principle and the
Asymmetric Timeliness of Earnings : An Event-Based Approach , Working Paper , www.ssrn .
com.

- Smith , M,1996 " Shareholder Activism by Institutional Investors : Evidence from CalPERS ",
Journal of Finance , vol.51 , pp.227-252.

- Watts.R.,2002" Conservatism in Accounting-William E. Simon Graduate School of Business
Administration,University of Rochester.

Rochester, NY 14627 - Watts . R.,2003 " Conservatism in Accounting Part 1 : Explanations and
Implications ", Accounting Horizons , vol.17 , pp.207-221.

- Zhang, X.J. (2000)."Conservative Accounting and quality valuation" Journal of Accounting and
Economics, 29, 125-149.

-YVv.



Al ol A A0 ) cpalill IS 3 eland (1) ) 3ale

A,EN and | Jeadisa A AN andd | Jrubisa
@il alasy) 1 A glailf \
Omalill jiial) VvV s Y
Oalill Bastiall YA omalill Calana v
a3 ) Bale ) K ¥ RS+ ¢
Al b Y Aol °
JALilt 418 Y Cmalill £Y g 1
A Jalss Yy ol g oA v
ol vy JAss b A

ad gladl) Lus| Y¢ A q
dalad) daantil) Yo Sl Vo
Calill 7 Y Osalill 18 g K
dallal) Yy il Alas) )Y

SRS (5 g YA Jalall Ay VY
duih gl Y4 Ly V¢

Oalall ALaf v. Tl Vo

-YA -




