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Abstract

The Effect of Audit Committees Characteristics On
The Quality of Financial Reports - An Empirical Study on the
Banks Listed On the Palestine Exchange

This study aims to investigate the effect of audit committees'
characteristics on the quality of financial reports in Palestinian banks listed
in Palestine Exchange. In order to achieve the objectives of the study,
descriptive and analytical method has been used, the analysis of seven
banks' financial statements (the study sample) covers the period from 2006
to 2011 by using logistic panel regression with another statistical methods
based on statistical analysis program (E-views).

The main findings of the study indicate an inverse relationship
between audit committee (the size of committee and independence of audit
committee members) and The Quality of Financial Reports. The existence
of direct relationship between the percentage of shares owned by
committee members and The Quality of Financial Reports. Moreover, there
is no relationship between The Quality of Financial Reports and both
members' Accounting qualification and the number of annual regular
meetings.

The study recommends that it would be better for Palestinian
Monetary Authority to identify clearly the concept of independent audit
committee members according to international requirements, The study
also recommends the activation of evidence rules and best practices of
corporate governance, which committed all companies listed on the
Palestine Exchange shall have an audit committee, and impose sanctions on
those that did not comply . There have been more demands to improve the
footnotes to the financial statements to include audit committees'
responsibilities, achievements and members' characteristics (their the size ,
independence, experience, percentage of shares owned by committee
members and the number of annual regular meetings) .
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@Al plal (ailiad g Al dolats ¢ Alla) )lally 38atll olady AaSsal) (g
e A8 Jpas LlSaly ¢ dgpaal) daypll Aaaal) Laalual) dysa) IS8 L
Logistic ) sLuia) alaai by ol 1ds 4 llall Layg)lii 53 ad Gul S o dai 56
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ceAlls Aol Giaall Jee e dalll calydls cclelaal) Clie 2oy (lgilcac
o3 JS (iall lalia sy (Al ) Akl ) Allal) Lyl dlac) e el
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Laia¥) clu)al —1-8-2
12 — (Inaam, et., al.,2012 ): " The Effect of Audit Committee

Characteristics on Real Activities Manipulation in The
Tunisian Context"
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13 — ( Luohe, et., al.,2008 ) : " Board Monitoring, Audit
Committee Effectiveness, and Financial Reporting Quality:
Review and Synthesis of Empirical Evidence "
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Ahadipe yoe 38l Al APNE L) NS ¢ Allea ol Al Ll aesil A el
Adlad 3l Aiad (0S5 SV ¢ Ay sV lSyall - LYY sylal il jlas (anddsy
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14- (Martinez & Fuentes, 2007): " The Impact of Audit
Committee Characteristics on the Enhancement of the Quality
of Financial Reporting: an empirical study in the Spanish
context "
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15 — (Stewart and Munro , 2007 ) : " The Impact of Audit
Committee Existence and Audit Committee Meeting
Frequency on the External Audit: Perceptions of Australian
Auditors"
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16— ( Felo, et. Al., 2003 ) : " Audit Committee Characteristics
and Quality Of Financial Reporting : An Empirical Analysis"
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17 - (Abbott, et. al. , 2002 ) : " Audit Committee Characteristics
and Financial Misstatement: A Study of the Efficacy of Certain
Blue Ribbon Committee Recommendations'
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islae Jage goleny (pdll e lac¥) dae dand DA (e jiiall 138 (uld 23 s ¢ Uil
Gl Jsaall e 08 3) ¢ Gaall Lal eliact sae Jlaa) ) Géaill daad 3 Il
S A cDlage (slaay atll Ll cloac (4 (%69.25) disas L o) T sially
O o B¢ bl dagal) Lgidan Glad sloacl aea daeay Cijlias @lligh ¢ dpuladl)
Cojluaall il Ao Jay ey ¢ rlaadl Jagall Waelacl (10 %33.33 dany Cijlias cllia
Oe JBY) e aals gae & L ) sl Jagal) g cplands da g 8 ds )
c lediy et el
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¢ Aashall 23l ) i) puriall iy 1 A 3 diad o Wial Clje 200 —
& Bl gl o g 3 ¢ Bl aall A anl cilelaal) sae DA (e 4l &5 Cua
cilS Erm ¢ Lgia cile lial g o gially adind (pland g 8 dapad) Cijladl
o 385 1385 ¢ Tasly lelaal 4l (gyall Ladl) oy ¢ lelaial (s yie s ap)f alaall dadl
iaSnll Jalys Cajliaall gl 853060 Claleilly daile dpidasslall Cojladd) JS Gal (o
Al (DA Al diad o Wial 85 puiay Aileial

Jiwal) el ey 1 : il Aad cliael LeShiay Al Copaall agad A =
LeSliay A AT ghrial) Lpalal) s g sane DA (e 4l a3 Cum ¢ Al 03] uall)
olat elael o o Golead) Jaadl Adaadle aie s ¢ gshaall Jlall Guly () 3all ¢ Liac
Cojluaall agl (e (%6 ) 05Shiay Jass gially (pdansdh sy A dajaal) Cojladl 8 )
Gl lad eloac] jlos) a4l e Jay g ¢ (%23.98) adiall Gl CuilS G
c Capadll b agud (ysShiay () e Lme Y (pe

) Ayl el ilasy) cisagll 1(5-2) Jsia

"2011-2006 558 JMA A GBaad) oay oA E poi "

2011 2010 2009 2008 2007 2006 6§, 1) g
wd | amdl | L) | sl | Aaedd) | saed | L) | sl | Al | amd) | Aaedd) | oamd |
%857 | 6 | %857 | 6 | %857 | 6 | %100 | 7 | %100 | 7 | %100 | 7 il g
i
%143 | 1 | %143 | 1 | %143 1 | %0 | - | %0 - % | - ¢
s ol
% | - | %0 | - | %0 | - | %0 | - | %0 | - %0 | - S5 ¢
os sl
%0 - %0 - % | - | %0 | - | %0 - %0 | - ‘8
bl sl

leie il 3 ) Aaglill ddpal) il yiial Ayt sl e Lasl aal yelkay (15-2) Jsaal
. (Dummy Variables)aiaa sl < yaxially
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282011 52010 52009 Yl el i) Pla sl cpa 8¢ %100 s L
s AV Syl £ 153 il Wl ¢ % 85.7 maarl Agday )il Ll A Cacadil
G U 315 212008 52007 52006 clsind) LA 4l ¢ a)lal) 3o el byray
e hdl el ge @l gl g Ao 5l o Adaiate )6 Ay lil) Cojladl
el Cojliad) (e %14.3 4 L (82011 52010 52009 2 DA il g
OV g1l e AT g (o Bl Al Aadaia T il

:\M\J.\S\ citl,.\a'a)é okasl) 5-3

AL el s aea Ao il plad pailbad i Jsa daball il ) ga
Caalas il Copead) D) of Gaaldl o) Cun ¢ pplandh days (8 da ) Cjleadl
Algial) i yriall G A A all alall 2 3 patl) Jolingg ¢ ALl ) sagal (ulde o
¢ Gl Aal e lact AN (381 dial cliac] aac) Gxll Glal (ailad 8 Al
Aty i) 8 Aalll o L) Glye ade (382t A slaeY Lpuladll S 0L 5,
@ oyray o3 Gh) il yana) g (i) sl Gl dial cliacf oDl
ale (e (Panel data) (a3l e dgadaie dxgds 3 Gl of Gums ¢ (aoladl Glibual)
Dl zisai s ADL sda (Ll aDL) HlasiV) Z3gai 2011 ple ay 2006
P e llyy (Logistic Panel Regression) ¢l e dgadadall clilall sl
Jalaill llee 8 Gadiiall 2 3laill (o gz 3salll 138 fingg ¢ (SIG) AVl (ggie dad alay)
rue pladinl o8 dllaS ¢ duakadall Glaall Fixed Effects  aladiul o5 WS ¢ Jlasly)
pladinl o3 2y ¢ b gaill Ayl 508l iy A ( R-Squared ) waasll Jalas — aaail)
Gl i ald) ) Jeasll Slaay) didaill ciljlesy oLall ( E-Views ) zaliy
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Alieual) i piiall e e i) ptial) @il 1(5-3) Jga

Jlaiay) dad . .
(sig) T 4 @laad) Wadl) | lasi¥) <Blalaa sadial)
19

0.0089 -2.797617 0.470603 - 1.316568 <)

0.0499* 1.698050 0.182112 0.309236 X1

0.0007* 3.768514 0.037306 0.140589 X2

0.2488 1.176116 0.285302 0.335548 X3

0.5444 0.613151 0.016311 0.010001 X4

0.0106* - 2.725069 0.722222 - 1.968105 X5
0.2912 Laail) Jalea R-squared

0.05 (ssiwe die Wlaa) Iy ucial ¥

P ot Auadd) Alfiaall i) o Cua

LGl daad elae| aae :X1

LGA Aaal b (0wdan ) o) ¢lacY) A X2

LGl Dal 8 e S aslae Jase gsleny () eliaeY) 4 :X3
Aol 3 sl ¢ Laal e 2ae:X4

cCipadl agu Baxll Aial e lae] oDl duw X5

@aall opray o2 ol g0 Hlaadl zisad Jhay 520 (5-3) Jsaall il

O s 1385 ¢ 0.291 (g5l aanill Jules dad o (i "saddl clysiall e a)lal)
il yaiiall DA (e oy a3 aplal) Giad) spaay A1 gl g & sl e %29.1
) o) eleaed) ane A (Giatll Aal cloacf e’ dading duedl) Alii )
dsal 8 e e Jase gsdany (o) elia eVl duns (Gasl) dal 6 (Owdads
a3l Aiad plael oDl Ay il 8 4alll g Laia) e 22e (3l
Sty ¢ JSLe (g1 e (e Vs m 235l () Ll A gie danail) 038 ydialg ("l
O ) Al Ll Aluludl (ealadsly ¢ Al e ana jreay <l Al sda o gl
b Je Al oda e 5t ad alls3al claalid) (e agags ¢ (20112006
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laals Leldal g yrall dal Loy lelial (23) abaall Gl cul€ Cua Lalll cile Wil
Aatl) () Caalll (gyg ¢ Auhall caially Lalal) bl (e agae eda ol GllAS ¢ L
Gaal (ysd Jara ¢ AGEN pan ) Jie Canlll L Guday ol )al dalse ) (53a5 4L
(s 5aY) alae elime LoShiey A sl Ao ¢ a)\al)

Lo (il Lal glac] aae 9 il Gljuatall e DG lia O et S
e 3l Liad oline ] oDl dpiy (Gaxl) Aial b (0udat 5e) Gulied) ¢lacYl
Spsiall Ll ¢ alal) @aall oyray o3 sl g il il e $jise " Cijeadl)
e (Al Aial 3 e o alae Jage Gsleay il slaeVl Aus " AY1 Gl
[SESVPRV NSYS [ JF PR S VA V- P BXPEQ PRV R S R SN [ PN JRCH]O
el (Al

Sl ) s Jase Gsleny ol elacY) aae) Caisall e Cpiall Cida ded
E-) melin @i e Jpaall &5 ¢ (Al b Lall) plaia) Gy 232 (Gaxl Ll b
:(5-4) dsas A Al (Views

B isal) Aliisal) cpiiiall aen g i) psiial) il :(5-4) Jsaa

Jlaiay) dasd . .

(sig) T dad @laad) Uadl) | jlasiy) dlalaa dial)
0.0102 -2.729941 0.471286 -1.286581 <l
0.0079* 2.835139 0.138768 0.393426 X1
0.0016* 3.445927 0.031394 0.108183 X2
0.0016* -3.445927 0.523241 -1.803050 X5

0.2832 Laail) Jales R-squared

0.05 (ssiwe die Wlaa) Iy uiall ¥

P o Bigall Aldiaall ¢yl b o) s
LGl daad elae| aae :X1

LG Aial 8 (Gadan e ol o lacY) dus X2

Capaal) agay ANl dial o lae] oDlial 4 :X5
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e %28.3 o ing 1385 <0.283 (g5l panill Jelaa (f (5-4) Jsaall (e oo
8 ipall Aliiall Gl patiall PR (o o ppadls 23 PES|ENUE O STV Y ch] g5 i)
‘\_iaj(ﬁ( )UM\ ¢L4c‘>1\m‘d.ass_d\4_mj;h4c\ dac" dadiag AU

.~.~.~

Gl ad e laef aaad duilan) AN 53 A aags: A duajdll lasl 5-3-1
C Cntaald Ay B Ao paal) ijlaall 8 ALl I Saga e
¢ 0.05 AN Gsiwe o JB) 25 Sig = 0.0079 s of (5-4) Jsaall DA (e sy
¢ aallal) Lyl saga to ddlias) AV 3 Al @il dal ploac] aae of e Ja ldag
Al Sl saga e Gaaill Aad eliact aaed Hil aag adly ABEN L jdll Jais gal
- Opandi L ys 8 Al Cajladl

Al o o Jay 138 daase T 5)la) o Laag ¢ T=2.835139 daid () GlIX Jaadly
ARYS J\J'LASM\LSTcM}ﬂQM\MM&béﬁﬂ\Me&whaﬁw@
Copadl ol AnlKa) iy hadata 8l Copadll alid AulKa) Gl daal plac]
Lle ADle Sl a3) e x5 1y ¢ Al Lyl sagal (elie ey oA Caar
oy ¢ Ol daayg B daaall Cojliadl) (8 AW pED Bags 5 SAN Al aaa
Argpun Bysamy DL JA3) (e a2 5y geay G Al aan 850l o ) elld Gl
p3a iy ¢ oAl Bl ) o Lula (e Cus e @l ) sa5 5 Allady
e 33l dale o cpdie) ) (12001 ¢ 2ol ) duhaS Al ciluhall (e ae daill
fo i) cpa 8o oladll Allad iy Y sloac] 2D e 5T ) Gxl) Zaad eliac]
ole @Al Ll aaal Ll 56 asa e Sl ) (20116 gifie 5 (laes) Al
Dl agasd (2011 caeal ) dad oyl Ly o sy Uy oiny il 48,80 ol 4084
(Martinez & 4. R G ha)lall Ganll e e Gdnll sl aaal sy
has) 55l W Al chsial e B8xl) dal aas of ) clag Fuentes, 2007)
Gl ) (- Felo, et. AlL, 2003 ) duly Gl ¢ Usiatia Ty 48 ) Al (A age
¢ pgagall ) Ay o Al @bl sasa 5 BEN sl aaa Gu Aulsyl Al gas
L y50 dusylaad Zialll aeay dxill Ziad climef (o GBS 22e dpa o)) Caniiti) S (2012

90

www.manaraa.com



(Inaam, et., al.,.2012 ) dulp of g 8 ¢ ey Jal Gasl .o 8 dlely
C sl 2 Y 3] (sinay GRS Aia aas cn ola) DLyl gns Aain ) ciliag

Lial plac) LIMETLY dlas) A¥s 53 A aag : AWl dua @l HLad) 5-3-2
o2 Ayl Cijlaal) B Al ) Sags o (pddl e o "'*) wms
AN ssiue (e i) a5 Sig = 0.0016 dad of (5-4) Jsaall DA (e oy
Ailas) AVa 50 L Gl el pleac A s of Je Jy 12as ¢ 0.05
Lal ploac] ADEWY I aag 4l AW syl J& gal ¢ Al el 50 Lo
C Candd Famysy b Ayl Cijliaall b 4L el sy e Gl
Al o o Jay 138 dase T 5)la) o Laag « T=3.445927 di () UK Jaadly
4 LS\GLSA.M‘).\_’)S.\SU‘)AAM?LAJ‘\_UISA\} Bail) daad o loac ] AL (G 4oyl A
).a_,)s.d uJ.aA\ alud AuilSa) (uﬁasm.d\ ):zc) cliiial) Gaxl) Zaal eloac] aae o)) WS

¢ Al }Jw\ 33sn @m\ Lal elac] DL [ doe ADe a4l e S
Cojliaall & Gaxl glal sloael Lo iy ) ADEWY) o L))l Galll ey,
GuE e g i ebie O G ¢ Alia LD Gady Apall ADEL o Al
Alia o Cijliaddl e GlLl es dglee Cipelil Cun ¢ ADELU Gds (e ey Y
Uany gl e CAlias dagil) sdag ¢ 3aaly Alle e bl (e 0sSE AN Glad ey
o8B asmy aney cpelal A (2012 ¢ cllall 5 el sl ) Aun Jie AL cludl)
) Al GldS ¢ Al Gaall ) jlaa) 358 e (3 Gl Lad o loac] ADEL el
IR RN slmcl ADELY i gy a2 iy S (2012 ¢ AT 5 Ol
e 58b asmy e axXt (2011 ¢ aeal) by o s B0z WY1 Base Gaeas
(2010 ¢ Jaeland ) Ao 1385 ¢ aplall aall @ e 38l olad ¢ liacl 4DELY
Al Copell LS ¢ Al )l sagay ALY Ga Ak WDl dgag Cpelil )
Lal eloac] LD ald Lilg o daule dDle 24a5 (Abbott, et. al. , 2002 )
(Martinez & Fuentes, 2007) du,al s 5 ¢ 4l calily) & Capal Gigaa g (Bl
cdaiatia ) 2580 D) e Gaxl el sloac ADELY 56 25 b
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9 (oimilaal) Jasall Alan) A1¥a g3 A0 angy + LAY Aijdl jLad) 5-3-3
Aaaal) dijlaal) A Adlal) ) Bags o gdal) al gdae dlaay o) )
AN ssse e 3S) Ay Sig = 0.2488 dad o (5-3) Jsaall DA (e ol
D L el Gl Aal pmal I o elaall Jagal) dpals o e day g ¢ 0.05
Jasall S g asly 2B G dl) imdyi sl ¢ Al i) Basa e ddlaa] ANV 5
o Al Cojlad) 8 ) )l sasa e 3ol Aial geaal JL 5 ausladl)
o @Al sl geaal W 5 cslaad) dagall 5 gl ang Y 4l Gl ¢ pulanli 4y
s ¢ Ol g (A Al Cpladdl 8 a)lad) @l opran gl ol g
Y Auladl Jlae (83 lee By aa slae dage desy e dS el 0L elld Euallll
s 7l ae (345 Aagill sday ¢ gl Aled Ajleal Aa U dpalad) dlaal) 35080
spall 5l dga aney Leailn cipedal Nl (2012 ¢ Gayals Olaea) dnhaS A6l bl
(2010 ¢ dielansd ) Ao GllaS ¢ Z LY Baga Gaund 8 3il) Ll e liacl A
535y Gl Lial sliaey LW 58l G dlas] AV) D ADLe d5a p2e e ]
Gyl U (Inaam, et., al.,2012 )il il s cadlia) mibill sday ¢ dla) )l
O s o AEal) LY Bl 38l Aaal e liael Al 88l Lpue ABe 5a;
Lial e lac AW 5y0all o dunyk A8 35ay cuin (Felo, et. AL, 2003) il
Coyeal Al (2012 ¢ clylall o laggd) sl ) Ao 1385 63 sdinall dgllal) clilull 32 5m05 (B
¢ oAl Faal s jlaal sy e Gdall Al ploacY Al syall il 58l aag
Gal) Ll o lacd AL 5yall la) ks ellia (L (2009 ¢ (adlyd ) dulal L
WY s e

slac| g laial ciype aaad dgibas) A¥a 3 A aag @ dagl)l) Lpdajdl) lLis) 5-3-4
Lag B Ayl dijladd) B Al s Sasa do Al JS B adadl) Aiyd
AN ssise oo HS) a5 Sig = 0.5444 1ad o (5-3) Jsaall DA (e oy

iflan) ANy g 3 4l Gud A diad elacl o Wil @il 220 e Jay 1385 ¢ 0.05
slact o Lain) il daad 53 aagy il ABE) A il) (adys o) ¢ AL py)lEl sasa e
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¢ Cdandd dumysy 8 Ayl Cijloadd) 8 0Lyl sasa e i S 4 Gl Lad
@A) Lyl g e A JS 8 ) Lad e Lael g Lain) e 2aed S gl 2ag Y il
O A s aalll gmys ¢ cplandd A ys 8 daaall Cojliadd) 8 sl GEad) s)ray
oam o el Gl paa dglee o 3) ccile il o2 gy alaial are s albisil aae cllia
Al (PIA aal g lin) g paind ol Cajlad)

a5 olaes) Auh Jie Aalud) luylal) (may 5l xa (345 Aagill o3a
b Ao L Gianll Laal g Ll clye a2l 58l aa g ¥ aal ) cliag 30 (2011
gas adny Leadln cipedal Al (2012 ¢ cllall 5 lagedl o ) A iS¢ ajlald) Sl
2011 ¢ deal) Aol ladag ¢ yol) Hlaua) 558 e Lysid) Ganl Ziad cile Wil aal il
cAl) plEl saga o 38xl) lad cliae] clelany ik 2 aae el A (
i) g Laial¥) Clye samd il @llia o asly casy ) (2009 ¢ Gidlyd ) A 138
Ciyelsl (Abbott, et. al. , 2002) Al of gas 8¢zl 505 e Gaxll all
Cappald Crganyg st 3Axl) Aal ladiad ) clelaa¥) aae oy due 3Dl 5ap leail
iDle a5ag e sl ) ( Inaam, et., al,2012 ) dulp iy ¢ Al bl b
sl =LY 5ol Ligin (383 Aial g Laia) e 230 o Al

) ageal) Lt Lglan) A0V 93 )30 aags: Aualdd) Ap)il) jLgd) 5-3-5
Cijlaal) b ALl )l Saga Ao Cipaall B @dal Aad pliac] Leshia
sl gy gy (A Al

AN ssiue (e i) a5 Sig = 0.0016 dad of (5-4) Jsaall DA (e oy
S Gl 8 38l diad olinel LSl ) agu) G of e Jay 1385 ¢ 0.05
el 1 aag 4l ABWH ca @l Jais ol ¢ AW ylEl saga Je dslas) AV 0
Cojlaal) g A0l plal) sasa o Cojadl 8 3830 Zial o lael gShiay 3 agud]
- Ophadd da) s A Al

O e Ju 15 Al T 55La) of Las ¢« T= —3.445927 dad () Gl Jaadly,
ol AlSaly BA3Y Lad cliac] LeShiay I Cipaal) peud dos o Rpue WDle dla
dal limel LeShiay Al Cipaall agad dus culy WS @l o ¢ Ldatie il Cajadll
¢ Bdaie )il Cojpaall alud dolSa) il Capdas 8l Copeaal) alud dalSa) caly @8l
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i) Al ¢ lime | LSy Al Coyeaall agead Lo o Buaph ADle lla 43l e Sy, 1a

Adailaall dpadd mllias aeal paay Gl ¢ 313V Adhal (o5 adly pgshany Copaall agudy
Gllall S o baially Geesis ¢ Aadgiall agaly)l adami ol aabldnu e
- aehlaiind Jifise o b 580 4) 6 08 A Jiaia gy laal (e dnid a)lal)

(2012 ¢ gyal 5 ohres ) AuhaS Aald) clu)dll sy ae daiill oda csil
Omand 8 AGAT ae ) Gdanl Aad clioacl AL b 5l dpa Leatl oyl
Sl ol il apay e sl (12009 ¢ Gilhd ) Al GllaSs ¢ 2 LY sasa
Aol e cadlid) Ll gaa 30 2LV saga o 3500 agl 3 38an dad liac]
dal cliac oDl G dpayk Ale asay e iy ) (Martinez & Fuentes, 2007)
- Jadnie il A0 WDy AS8] aguy (8

Sl i) Jalas milli (adle 5-3-6
oA laa) Alales Zigat delia S Auhall ciliap Jolas il LA s
P A il e daeiall

Y=p,+p Xi +5, Xs + 5 X5 + 5, X4+ B Xs

to) Cua

LN A

Gl aall s B

Dl el Jidi: B (S B (e

Aiaal il Jig X5 Ja X o

bl e 5% Cijlear) pueal Jlaat¥] z3sa ol b
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DUl Ay ¢ Cpliinall ¢liac) das oy pe 0.393426 laiay Laiaia gy e
Ll Copaaal) agnd (38 Ziad o liae
o Jsanll LS Ga 235 %1 laiey " lid) cloae¥) Ay " 83005 JS -
DUl Ay 32l Aial glacl sae o182 0.1081836 laia; haiaia
Ll Capaaal) agnd (38 sl o liae
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