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Developing A Model for evaluating Quality of Reported
Earnings in Financial Reports of Jordanian Corporations and
Its Relation with Companies and Audit firms Characteristics

(Field Study)
Conducted By: Mohammad Ahmad Algam
Supervised By:
Prof. Na’im Dahmash

Abstract

Due to the importance of earnings quality in financial reporting
for various users, this study has been conducted to achieve the
following objectives:

Introduce earnings quality indicators in financial reporting.
).Evaluating the level of earnings quality in financial reports for
Jordanian corporations.

Y.Examine the possible relationships between earnings quality in

financial reports of Jordanian Corporations and its relation with

companies’ and audit firms™ characteristics.
Y.Develop a model to evaluate earnings quality in financial reports of

Jordanian Corporations and its relation with companies and audit

firms characteristics.
¢ Point out the essential requirements needed to ensure high
earnings quality in financial reports

In order to achieve these purposes, the literature of related

studies was reviewed, and the indicators of earnings quality were
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divided into indicators related to qualitative characteristics of
earnings, and indicators related to practical accounting policy
implementation.

Financial data for Jordanian Corporations were collected from the
period (v----v..v). Also a questionnaire was developed and
distributed to collect data from management in Jordanian
Corporations and auditors to introduce their opinions about the
earnings quality in financial reports, and its relation with

companies and audit firms characteristics.

After analyzing financial data for Jordanian Corporations and
data collected from ():Y) managers and (Y)) auditors, the study
indicated the following results:

‘. There is no high earnings quality in financial reporting of
Jordanian corporations from the point of view of managers and
auditors, but there is a medium level of earnings quality.

Y. There is a statistical difference between managers and external
auditors toward the availability of earnings quality in financial
reports of Jordanian corporations.

Y. Managers and auditors agreed with the existence of statistical
relation between corporations characteristics and earnings quality
in the financial reports for these corporations.

¢, There is a statistical relation from the point of view of managers
between audit firms characteristics and earnings quality in

©, corporations’ financial reports, but there is no statistical relation
from the point of view of external auditors between audit firms

characteristics and earnings quality in corporations financial
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reports.

1. There is no statistical difference related to the type of sector
between managers and auditors toward the relation of the
earnings quality in financial reports of Jordanian Corporations with
audit firms’ characteristics. But there is a statistical difference
related to the type of sector between managers and auditors
toward the relation of the earnings quality in financial reports of
Jordanian Corporations with corporation characteristics.

Y. Finally, the researcher developed a model to help users to
evaluate and analyze earnings quality in financial reports. This
model divided earnings quality into three levels from high to low
guality, and the researcher explained how to implement this model

and its requirements.
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