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The Impact of the Relationship between the Audit Committees
Effectiveness and the Quality of Financial Reporting on the Stock
Price Crash Risk: Empirical Evidence from listed Companies in The
Egyption Stock Exchange.

Abstract

Purpose: The study aimed to obtain an analytical evidence from the
Egyptian business environment, to explain the relationship between the
effectiveness of audit committees on the financial reporting quality on the
stock price crash risk in Egyptian joint stock companies.

Design and methodology: The study relied on the content analysis
approach in examining the annual reports of a sample of (32) companies
registered in the Egyptian Stock Exchange (EGX50) for the period (2017-
2019), with a total of (96) views. In order to test the study hypotheses,
which reflect the effect of the audit committee's effectiveness on the
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financial reporting quality and reducing the stock price crash risk in the
future.

Results and recommendations: The results of the study indicate a positive
impact with a significant significance for the effectiveness of the audit
committees on the financial reporting quality, and the study also found a
negative impact with a significant significance for the effectiveness of the
audit committees on the the stock price crash risk, as well as the presence
of a negative impact with significant significance for the financial reporting
quality on the stock price crash risk, in the Egyptian joint stock companies.
Based on this, the study recommends: the necessity of activating the
supervisory role of the Egyptian Capital Market Authority to verify the
extent of companies’ commitment to forming effective audit committees,
taking into account the provision of the required characteristics to increase
their effectiveness, and disclosing the audit committee’s report because of
this positive impact on the level of reducing the stock price crash risk. It is
also necessary to put in place the necessary controls and legislation for
weak corporate governance mechanisms to reduce the opportunistic
behavior of managers and prevent them from storing bad news for a long
time, which is reflected in the decline of the stock price crash risk in the
future.

Practical evidence: The results of the study may be of interest to investors
and companies when they identify the factors affecting the stock price
crash risk. It also provides information that may be useful to the
supervisory authorities of the Capital Market Authority and the
management of business establishments in making decisions that will
enhance the quality of financial reports and avoid the stock price crash risk
in the future in the money market.

Originality and Value: This study contributes to the accounting literature
through its contribution to explaining the relationship between the
effectiveness of the audit committees and the financial reporting quality
and their impact on the stock price crash risk by providing practical
evidence from the Egyptian business environment as one of the economies
of emerging countries, which may contribute to reducing the research gap
and controversy.
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Keywords: Corporate Governance, Audit Committees, Financial Reporting
Quiality, Stock Price Crash Risk, Egyptian index EGX50.
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Jdall Ll ady .(Oroud,2019)aniesll 8y)ay) Jd e el b o)y sy colallas
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Agieeda

Laalyall diad cliael 22e Calid, 23 :(Audit Committee Size)daslall Liad aaa =
A aaag (BIAY) Gulae anal Wiy alllg (AT M Alss as ©AT N ASHE e
lilmel aae 5% o s clghaliting 3Syal paa e laill (iasg . lehalis daulhg
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=2010)858) Dl o yaall dmysills aiss 4535 (75) (e Ao aladialy iy s yuadll
Al ol Jag yiall csalaall Jainil) (ggine oy LS il ) depal) cibiags By (2015
o) Slad Jlgil lad jeels Gagas i) LIS

Bagag duvaladl Cilagleal) Baga A jLas) (Lim et al.,2016)dule cdagial Laiy
LsSs Syl e 520 Lie (7574) cre Aad clldg cagud) Hlawd Hligh) jhad e das)all
g Dl gt phad o ) Aahall cliags by (2014-2002) 5yl S dugial)
(g = Liad)) (g5iwe 83LYg cdualaall Glagleall 329 ¢ Las)l dadis (meds) &S, &)
L) el ddlas

Baga DA e Al yylall Baga (uy A8l aia gy (ZNU,2016) 4y catgliiy
s gagaad Alglaiall AN agu) el Hlagil yhadg ylill sdgr L)lady) cilaleanay)
Ay} ciliags 2By A5 AN e die e duhall cupal Gus AW h6Y)
ha Ggan dllas) i ) 625 s Alaal) liliaia) Gllea dad g L)) o
ALY Slleaia) cilblea Lad (mleail 45)lhe lldg ¢ o€ IS agadY] Hlaud Lyl
Aoy et g Babia ) BliataY) bl dially @llyg ALY 558 Auhall Caniagl S8
DD (gand addll iy a0l o S I aoldeY A Adgisall (he dinidie
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ot e sl ilasleall saga 3 5Las) 1) caaa a8 (20196 L)y L
sakall S, Al e 3853 (100) e diae aladialy dllyg Sy il agad Hlaad Lo
Llsy) idle dlla of ) dahal) clags By .(2018-2012)55l PDha & peaal dua)sally
LAY agad Sland JLgil ylads Aunalaall cileglad) 835 G Al

e dag piall palaall Liail) cleles adas 3 Jols ) (2019 ¢z 8)dads cdan Las
Gl a3 a8y slanall gl Aadl) e b Gulaily agadl jaa jlagdl Had e Jag i)
cranll LI 3hsY) s dapaall L) e ClSEN (e 455 (27) (e Abe aladiuly
Lianl) Clislas o ADle S5 a2 ) Al ciliagi 4By .(2017-2008)5,5a Sla
cageall yra Hlagdl ladg dagpdiall g dag pdall sl

saga oo Ml oyl Adeal) suladll i 3 A () (20202 5mme)dais cdan La
ayolls Alsas 355 (36) e Aianl g g ) Jlaad gl slady JLall ol
dupal) cilags dbg L aaaiall lasiyl 7 dgal aladinlss .(2019-2017)55 DA (A yeadl)
(el oyl sagay (Al oyl Adoall juleall (55 (i (g5inay (olaa) L)) 252
Sl gl sladg LA ol Adeall julaadl 45 Gn (Gyinay (ol Bl dag Laiy
g

Juaal Ao ) 5ol saga (ggive il clglin ) ciluall ¢ Gl Jolatl) ggua A
Eigan Jlainl of Adlall bl 285w A age jrad il HlgV) i Gigaa
e I dasiyy Cagen eyl digel dliadl) I gl Slend i) HLg¥) Hha

ok LS I ) GRE) Sad o Mallig ¢ Il ol 52gn (ggieser Grinas

agld) Slaad JLgd shdg Al Ll Bags Om diginag dnlu Ao sagl N Gl

o pad) daalol) ClSyd
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Gl (g Lidly dudulall) du)all-6
syl Cfpiia uld gld 1-6
ol Bagag aaball Glad Alled oy A8 Jlaty Adadiyall Ayl clyuria Jiam
Pk Lt gl lead Slgdl ha e ey el L
ol opuriall 1-1-6
: Financial Reporting Quality(FRQ) AWl &l 315> Nl
z s alaaialy L) pojal sagad (il alad) Bagatl) Ao £ Al cadiel
Market To Book Value 4Slll 3geal dpaall daall ) ASLd) Gsaad 485l 4ol
Al 48y 3latll AT e oylie b ellyy Beaver&  Ryan(2005)4ws sills (MTB)
;2019 i) anladl il 8 lasiad LafiSly & pmall JlaeY) iy 3 adaill
saalal) daleall DA (e ales 25 . (Bodle et al.,2016; 2020¢252we

ZLSlal) 3 sl A8 el Sadl

= MTP
Sl B g8al Ay manll Ao al
(ol Gus
Dl X A gl gsiaally Haaal) Jlall el gl 220 =2 Slal) (3 gdad Aud ) Aol
(AL 5l dlgs & OWEY) ) agell sul)
LA SSall Al 1y e LAl (Bgin ¢ gana =duSlall (§ghad Ay Bal) dandl) @
c ALl ol Baga 8ab) & ey (amelaall Batatl) B3l Ao (MTB)daws g Uyl Jug

:Stock Price Crash Risk(SPCR)agadl! jlaul jligil shad : Ll
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dae sra) ilsall Gl daih alaaiuly el Aaball 8 aga) Jleud JLedl Jlad (uld 5
Hunjra et 2020« ;2020 35mms) by Ao Lol ellyg ¢ el M Jaad (o aguadl
Ll 55l Hlae e 358 (S due sl Dlgall i e Guliiall 138 adinsg . (al.,2020;
25 (DOWN-Weeks)icaidiall de sanall o 1 AY) degarall ¢picsana ) ubidl) Jas
e Aiall) 53 e Lgaend) 2ilgal) Tasssia (pe it ) claalid) desane i
Gl Liall desane a5 (UP-Weeks)iaiiyall de sanall gb 14l doganall Wi . ulidll
G (5S35 coan e Ao gana JST (glaall CiladY) Gl 23 8 dawgial) 138 g sl A
goanal (@lanal) itV Al caaidall dileglll o (Aol ) Jiad (el Gl
1A maidagi (1<asg dadipall s liall g ganad (Hlaall Calyai¥) ) Laddiadl culaaLil)

PAIE Aaleal) JMA cpa (ubaial)

{Nd _1} Ed[}wn le‘t

SPCR;: = Log
(Nu _1:' Zup 1||IrIIIJIIljrt

tol s

cAaidial) de ganall Lue ) Claalaadl ae Jici s Ny

JAxi yal) de ganall dae gand) laalial) sae i :N, =

oha i)l & ey cilall ayg (& lladl o)) e Lol ) Gebiall 13g] dallall adll yadsg
(20203500 ;2019¢ i )ominia (uSally A, agas ya g

daaal) lad dallad @ JRial) yiial) 2-1-6
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Apsalaall lad) o Lals el Al (ailadll degene (& daabal) lad dillad Jaaiig

Sultana et al.,2019; Jihene&Moz,2019; Gebrayel et ;2019¢aue)adul

:(al.,2018

Oaliaall eliael Jia duaty Ll g :(ACIN)Aaalal) dbad sliac] LdNEL L)
(sl bl axe Jaa) [opliivall slincY) sac)iaalyall dialy

Jeiie A (e Ll a5 1 (ACEX)dnaial) diall duadaal) 4 jally ddlal) 5ild) =
b dadaall 5 L) 3 oAl Aalll cliac i aal sad il o (LS 13 (1)dceill 3L ea
Sl G (0)dedll 5 ¢(sal «(CFA «CMA (CPA)Jie drige dpuulas Cilalg

236 S 3 (1 )icasill 380 et 5 e JA (40 Ll 5 ((ACSI)Adall) slaef a3
& aall Jdall Hlal G ld Bl (0)desdl 5 S sal) ae ) sil sildae Laalll ¢liac]
3 )Y cliact (e eloac 2305 e J8 Y 23 (e JSET Aaal jall a5 S ) 2S gl
) e

O3 (1)dall 38h aty yatie DA e Ll Sy :(ACME)&iall clelaia) s =
Jdall L) G L olly (A (0)dailly (AaSoall actgdl gillae dialll cile Laa dac
Ji Y Ly (Ujen Lgilimel aaing of cang Eaaall Liad o ) iS50 donl (grendl
c9ed AV Sy e

A8l a)aiadl 3-1-6

Batall o a3 (Ally (Gualall Gyastiall e 55l dalgall (ans 40l cilypaiall Jads

Dl gl e ALV el dpnalaall L) daalyarg o jlaaiyl g gl 4wl

12019 ¢aie)ciladyy e Lald cLaag A8le (g5d Gauld) (pyitia aal aaad a5 ag )

: (Yeung&Lento,2018; Dang et al.,2018 ;2020¢22a
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.(Dang et al .,2018; Yeung&Lent0,2018) Gl e Ll ¢ Jouad & idal) dasil
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Claa L) g sanal (Glaall Calai¥) ) daitiall cilaaliall ¢ sanal
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(al.,2020;
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(Rl lac] axe ) ol
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dalall 038 s b lasd dawg (lgoluayd laaly

Huasy) Jalaill clibyl) dadua jLasd) -1

SHLERY) sha) a3 Luhall # 3l iy Slas) ddaill Auhall Glily 2adla (e il
3y
Normal Distribution Test (bl ayjgill jLaa) Yl

(30)sbuas sl (o ST Asall pas IS 1Y il e dilian ) $3S5all dulgall Aplaill Coniagl
(Kolmogorv-Smirnov) jlsal ) dalall (g anhll avigill oo clslall gla
13 43l (Verbeek,2017) sicl s 8 -(2019¢puie ;2013¢el)(Shapiro-Wilk) el
) Aalall sy el ausill am @bl ol (50) ssben sl e ST disal) aaa (S
A 8 4Sy5 32)52a L (96) gslon duhall Adlaa) Claaliall aas o Layy . jlaal
pisl o Al yiie pen Gl Aleany) 4K Al Akl Uy 4l o(Slyin
+ sxakall

:Multicollinearity Test kil zlsa¥) jLadl Ll
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O Bl Z ) pand o5 bl cilyiie G (el Z10N) s (s3a (e Ra
sl bl @y wie e y—witie ST (Tolerance) d—slas Gl P&
A} &) piial Al sy Jlad) (3)dse

G 723 gall) AL 73 gl J¥) i gall

_ dal) _ ial) _ _dal)

SPCR it @m‘ SPCR it @.L"-“ FRQ it @lﬂ\
_dal) dal) i)

VIF | Tolerance ol VIF | Tolerance ol VIF | Tolerance o
1.090 0.898 FRQ 1.289 0.759 ACIN 1.177 0.832 ACIN
1.139 0.860 SIZE 1.098 0.891 ACEX | 1.161 0.843 ACEX
1.094 0.894 LEV 1.142 0.857 ACSI 1.167 0.839 ACSI
- - - 1.202 0.814 ACME | 1.196 0.818 ACME

- - - 1.159 0.845 SIZE 1.177 0.832 SIZE

- - - 1.400 0.699 LEV 1.140 0.859 LEV

iy . amaall aalgll e 5T duhall cilyxie S (VIF)ded o ¢ Galad) Jgaad) (o gy
Zls) Alhe 35as cre Sla3 Y Al 3lai 8 ¢(10) e S (VIF)eDlelea poan oY
e Ja ey . 13n (aitiag dblias) AN 4l Gad Al cyariall o Bl Y ¢ el
Maaaaty Al lysia) e V) jaudi 8 desdioall # 3kl 558
Ayl cpiial dadiasl) Cislaay) —1

CibaiYls ¢ bend) awgidl) Gptashl celiasy) Glada) a3 Al e ghal o2 b
Dbl hadg L) il ass & Jian g cduball clysial (dad ey il egpbadl)
(Al Ayl (A<, N aan) A iyl culy ially cAmadpall Ll LD g cagad) Sl
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Ayl Cyiial daduagll sl (4)ds>

Maximum | Minimum | Std. deviation | Mean | Year | Variable
4.200 0.047 0.793 0.738 | 2017
4.000 0.084 0.778 0.739 1 2018 FRQ
4.500 0.083 0.835 0.791 | 2019
0.671 0.102 0.114 0.395 | 2017
0.247 -0.224 0.124 0.040 | 2018 | SPCR
0.095 -0.096 0.135 -0.001 | 2019
0.900 0.500 0.099 0.735 | 2017
0.900 0.500 0.100 0737 | 2018 | ACIN
0.800 0.720 0.057 0.760 | 2019
9.661 5.420 1.016 7.791 | 2017
9.671 5.324 1.029 7.835 12018 | SIZE
8.562 8.163 0.282 8.363 | 2019
0.890 0.120 0.218 0.501 | 2017
0.910 0.080 0.223 0.487 | 2018 | LVE
0.770 0.070 0.495 0.420 | 2019

i Cus (FRQ) AL il Baga 8 G dllia o ¢ Glad) Jgaadl ehfind (e gl
dead ((2018)le 4 (%73.9) N adils «(2017) ole b (%73.8)le] slual) Jasgial
12020332 —csn )Eadys oo &nill o3 s 3y .(2019)sle 5 (%79.1)
eIl omll Adgall julaall Gaabiiy alANL celdd yuudi (<adg (Zhang&Nam,2016
B 838 (e aally dadladll 5als) 8 Laygng cAallall 2lsally ovuslaal) Jaeanll (ggiane 8L
el langiall iy 23 (SPCR)ageul! ol Jlagd) sdad Ll LY 5l djlae e
A oadddl a3 ((2018)ale 4 (%0.040) ) paisils ((2017)ale 4 (%0.395)4)
838 (BEEY . agud] slaad gl Jhd (alisdl ) sy e (%-0.001)dad (2019)4le
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AELL (el stiall dellsg AW )l lae] dolee (3 A8ladll 5abys (2 WY1 B
i (2017) ale & (0.735)4d oalall sl sl ous i &y 358 (ACIN)ralal) Aiad
el Leaaills .(2019)ale 5 (0.760) ) Jad (2018) ale 3 (0.737) )
(2017)ple & (7-791) 00 4S5l Jpual Mlaay pansall i )le sll) dacigia ofy 388 48
Lgie paiail Laiy .(2019) ole 4 (8.363) s (2018)sle 4 (7.835) ) e
(0.420) 1 Juadl (2018) ple 3 (0.487) M (2017)le 3 (0.501) 50 Zalall dadl
.(2019) e b

(Dummy  Variables)asa sl duhall clyuial sl Jolaill (6)ad) Joaall el LS
g L) Gl sae Apalaall 2 peally 20U 5yl

daad gl duaall yial iagl) Jalatl) (5)d g2

Binomial Test
(0)Adhaia y& Cilaliia (1)Adiaia cilaaliia i)
Al danlf ddl) danl)
19% 18 81% 78 ACEX
25% 24 75% 72 ACSI
22% 21 78% 75 ACME

330l a5 ¢(0) 5f (1) ool g gl Al i of Sl < bl Jsaa) (oa
Lial slume] sacg (%81 )caly 28 (ACEX)dLan )l Aiall A wlaal) 28 y24llg AL
(ACME)g Laa¥) cilya 220 ¢ %75)ddiamial) culaalial) dous cazly 228 (ACSI)das)yal
AaSon Ll Gaadaiy l$yal Q) ) seds W2 (%78) Al colaaliall 4o curly a3
RGHCgWA|

258

2021 - Js¥) ) A ) claalald) AaY daa gall g Asulaal) Adaa




) Sl g sl o L 8l Sagag daabal) glad Lllad e lgia .

dupall (agsd Ladl gilis Julad 5-6
A seall Sy ariall Gy DN lasai¥ly Bliy¥) Julas elya) a8 duhall (g yé Laay
: ) gaill e (SPSS)aslany! el deja alasiuly duhll #3la b deill iyl
tJg¥) paxdll had pili-1
Sl (b Alal) Rl Baga iy Azaball Glad dllad (s duginag dulag) A 234
I8V 2 dsaill alasiuls )lid) S A peaall dat ol
Correlation Analysis Jab,¥) Jalas gt :Ysf
sy e Alall @l Baga Jaied (Ao drabll lad dollad (o A8Lal) sladly 558 ayaail
cariall (A8l LY (st =l (7) 45 Jsanl)

Js¥) & dgaill JaLii ) Julas il (6)J o>

A ginall e Sig. AN (5 g eadtl) Bl Y Jalea | il gaiall
(S sixe 0.00 kb bl 0.63 ACIN
S e 0.00 gk bl ) 0.59 ACEX
§ sre 0.00 g3k bl 0.52 ACSI
S e 0.00 gk bl ) 0.55 ACME
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