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The Impact of Audit Committee Characteristics on Agency cost and
Enhancement of Financial Performance: Evidence from Saudi Listed
Firms

Salim Ali Alghamdi
Accounting Dept.- Taif University » Saudi Arabia
s.alaghamdy@tu.edu.sa

Abstract:

Abstract: This research aims to explore the impact of audit committee characteristics
on agency costs and financial performance in firms listed on the Saudi Stock Exchange
with the exception of financial and insurance companies (which have different
practices). To achieve this aim, two models are constructed. These models are examined
by a multiple regression via generalized least squares (GLS). The research finds that
audit committee characteristics were shown to have no effect on agency costs, with the
exception of audit committee independence, which had an impact on agency costs.
Moreover, it reveals that there is a positive and significant relationship between the
presence of a financial expert in the audit committee and independence of audit
committee with financial performance, while other characteristics were shown to
different results (however, insignificant). The study recommends that companies and
legislators should have paid attention to and strengthen the role of the financial expert
in audit committee and its independence.

Keywords: Audit committee, Agency costs, Financial Performance.
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il Crendind Apladl lahall aliess ol mil e Whil Sal s sxid) jlaaiV) Al

(2) 4y Jsaad) b sliaf ddaslial

Aajlall clpinal) uldy Caag (2) Joas

oidal) (uld el gl atall Gay

L alal) Bl A Jea) e andall il ol Ayal aan CSIZE
Jya¥) Maal/gygal) Maal Agaadl daws CLEV

Gl e AN aali calS 13 (1) dedl 3ab ey uria Zon Al Zaalyall Baga BIG4

(0) 3 lae Lo ¢(5S)) daudlaal

tJgY) gl puhiall dseial) jlassy) Adales 5-3-3

AV Al Lie Fine (RIS (o€ daalyal) Ll ailiad o ADke Sgag Audyll 038 (yin i

Agncy Cost = By + B; (ACSIZE) + B, (ACEXP) + B3 (ACMEET) +
+ B, (ACIND) + Bs (CSIZE) + B¢ (CLEV) + B, (BIG4) + €
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259 Aolaalls gie i ¢ Il 1815 danlyall il (ailind (s BBDle 35mg dusball o3 (il LS

ROA = B, + B, (ACSIZE) + B, (ACEXP) + B (ACMEE)
+ B, (ACIND) + Bs (CSIZE) + B (CLEV) + B, (BIG4) + €

rAafyl) iliig Julaili—4
il L slasy) 1-4
ageadl Boall b Aapadl el S AW GG eliul Angendl I ) die i
ISl s3a Y bl Il ¢onalilly sl g Ul aadi) G 220215 02020 (le ((ub)
Uy Sanfil LS ) Amgie 8 ld ) HLEY) (3 LS Adiae Aglaeg Bl il jlany pian
S SIS SIS Jad) il Adled) Lalall Gl e Jgeand) e (Za o) 1) SIS
sl Jalanll oL 3L Lad oyl
Alitiaaal) i puaially Ayl A (panias inal) i puaial Gieay Bilaa)] Shla (3) o8y Joanll el

¢abaliall cpanall ) dila) o Il elalYs A5l Call€) bl o puiially ¢(Annball dind ailiad)
Lpladl luhall ol We ((0.621) 558 Jawsic xic (Agency cost) Al Cadlss Jpaall 50 cua
Alghamdi (2016) Zus «(2022) hlaally S Ay Jie (0.78 1) 0.50) ¢ Unasgie gl
Jie Al Slaball Gudo sag ¢(0.096) o tausia  (ROA) JW) oY) e sehl LS
(-0.054) Lavssidl) o cyelal Y Bazhair (2022) 4wl Alzeban (2019) )y

238 Lacigios daaball aaa o) dxaball dial Gailiads dladipall Al cilrial) Ciglsl (Jilaal
e (%35) 4t Lo udll gag USE Lad cCie (4) 0)58 Unogia clelalll i€ LS (i sliacl (3)
Gl ae e aa )= £jlie Ellacgiall yiindy o(%55) lae Glalll LDl s Laiy (dialll gliac
Jalas sy Al dial (glaall Gilhail Jsaall mag WS .Bazhair (2022) duln Jie cdaded
(Kurtosis) (st sz « il 3 2 aals (g el clpuandl el 8 (Skewness) dudas iyl Gus oplal
NON—) LaaleDU) Ayl canl) o aofty Cigen ¢ a1 138 e +(3) 00 (lel Vana clpiiall alana b
.(parametric Test

Gl yial Slas) Chiag (3) do

Skewness | Kurtosis Cilady) | (Aadd) S8 e Lo gial) Qe
Gl Min (4a) Mean Ayl
St- Max
Deviation
-1.311 3.401 0.578 0.003 3.44 0.621 241 AC
-1.341 3.910 0.466 | -0.334 0.402 0.096 241 | ROA
-0.817 3,220 1.789 0.000 0.751 0.350 241 | ACEXP
-1.461 3.266 1.655 1.00 12.00 4.57 241 | ACMEET
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1.422 4.101 1.201 0.750 0.000 0.551 241 | ACIND
0.506 3.750 0.711 6.00 3.00 3.50 241 | ACSIZE
-0.907 4.307 0.129 0.030 0.870 0.451 241 | CLEV
-1.654 2.452 1.245 7.61 20,76 12,66 241 | CSIZE
1.101 3.543 0.440 0.00 1.00 0.781 241 | BIG4
%5 (ssisa ie yaid) o LLEY) st (4) Jga>
AC ROA ACEXP | ACMEET | ACIND | ACSIZE CLEV CSIZE | BIG4
AC 1.000
ROA 0.167* | 1.000
ACEXP | -0.143* | 0.111| 1.000
ACMEET | -0.298* | 0.131* | -0.280* 1.000
ACIND | -0.239* | 0.010* | 0.075| 0.055* | 1.000
ACSIZE | -0.129 | 0.164 | -0.154* 0.078 | 0.211| 1.000
CLEV 0.088 | 4140 | 0.125* | -0.123* | -0.090* | 0.121 | 1.000
CSIZE | 0.093* | 0.0187 | —0.047 | 0.284** | -0.049* | 0.359* | 0.199* | 1.000
BIG4 |-0.179* | 0.103* | 0.190 | -0.183| -0.135|-0.011* | -0.112* | 0.076* | 1.000

g Uil asag pae Jyaall Helil cale ISy bl Gu Lala ) didas elas (4) o) saal) b
o) e slall (G Al eliinly Jalatlly clyund) e 8l ils ¢ (Mulicollinearity)
Abdul duly Jie aladl clahll Gy o(-0.414) dage ey dale il ) dggadly (Y1)

bl edal L ¢(0.9) 5 (0-8) e T2 Lt cillalis V) o st il <(Rahman and Ali (2006)

O Bhisas Augh i) dsag ave gl (il ¢ hli¥) culal) st e iad 53 (VIF) L)
Abdul Rahman and Ali (2006) 4wy <t 2y ((10) o J clysiall gaea o) G ¢ uiial)
(1.66) ekl Lawsgiall o)) un ((10) e ol Jaliy¥) (5Ss Ladie Caglie g Y ail

12

sdaladl) milii 2-4
(el o)) AN Callss) dnlilly (Anaal) diad (atliad) Aiial) cpitiall ¢ Al 1-2-4
Als 3 gyl Sl Laph g ((GLS) alatialy aaeiall jlasi¥V1 jlasl zili (5) o3y Jsaall el
Sy «(ROA) lls (AC) Js¥! (andsail bl Joandl glasg es3LAN asdlly cpll) Luilas ade 3gmg
) il e




i) e Al

(GLS) alasiuls (uadseill saaiall jlasty) Jubas (5) Jgta
P>1 *** (0.001, P>1 ** 0.05, P>1 * 0.10

(ROA) Ll ¢1Y) (Agency cost) dllSsll il

S g S ¢

X o
0.080 0.045 **  —-0.012 -0.655 ACEXP
0.006 1.470 0.004 0.050 ACMEET
0.087 0.094 *  -0.011 -1.201 * ACIND
-0.165 -1.430 0.236 0.441 ACSIZE
-0.090 -0.987 *E 0.048 0.94 * CLEV
0.001 0.345 * 0.122 0.091 CSIZE
0.090 0.568 -0.076  -0.096 BIG4
0.638 -1.419 HEE 0.597 3.432 R CONs
0.677 0.569 Adj R2 within
%12.80 %14.5 Adj R2 Overall
43.01*** 46.01*** Wald Chi2

(A5 il daalpall diad ailad ABe) J5Y) zisall ~1

o2l agag Al daaall diad pailadl Hib gy aae (5) &) Jsaall g LS gl ey
Ao ADle el ) Aiall) ADE bl A (IS e Al ey il pang o
(s ¢V Gl b ) 138 Sl +(0.05) e S8 il (P-Value) dalae Joi us €555
e i Lyl F30 L AUS N CadlSs i daa)pal) Aiad AN () 1 Jilly b ol Jig caalylly
:Jsdll (Sas ale JKaus .Schauble (2018) 4wy Eze (2017) dahs Jie cdalud) Sluhyall (e
el S el 130 ey RIS (ol (il GalS (K Alels s Lealyall diad Gailad ¢
D (5350 (@ a5 eAnli)l i) Gy lesSall of (g5 ) Anlady) Al DS e L) il
el dam 05 Layy s Ald) bl 5 o (65 A dasgall Apball g (lKal e callsll sl
S elolin] St cels e falels 058 o Ly aclgill o3 of V) eclbbaial) 538 Ablaal Lagiia dati
cpal clalaial 13

() #1L dralyal) Lt Gailad ABe) ALY ¢ 3gail) —2
Gun (U eV lg daaball Al 8 I sl dsag O 8 Lok ADe a9ag (5) o) Jsaall el
LD (o Bfides Layla dDle i el ) i) L(0.05) e B 1l (P-Value) (elae J5i
Ayl e il 038 i G ((0.10) (e 8 ik (P-Value) Jalae daws Cus ¢ I eldY)y diall
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