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Abstract:

Researchers' opinions on the issue of changing the external auditor differed
between supporters and exhibitors, and the impact of this change on the quality of
financial reporting . Opponents of the mandatory change of the External Auditor
consider that the adoption of this mechanism to organize audits entails high audit
costs and low quality in the early years of the audit process, which in turn reflects

‘on the quality of financial reports, while supporters believe that mandatory change

is the best way to support the independence of the auditor. The audit costs will be
offset by the high quality of the audit process and hence the qualityof the financial
reporting. ’ '

In view of the importance of the issue of changing the auditors and their impact
on the quality of financial reporting (regardless of the mechanism of change,
whether mandatory or non-mandatory (optional), the researcher studied this issue
in the Saudi environment by analyzing data available for 80 listed joint stock
companies that changed their auditor in 2016 . The quality of financial reporting

" was measured through a set of quantitative indicators (accounting data from the

financial statements) to measure the quality of profits and then the quality of

financial reporting , and another set of non-quantitative indicators (for the audit

office and the type of opinion expressed by the auditor) to measure the audit

quality , It is Then the quality of financial reporting , through data and informatjon

that was obtained before the change of auditor and represented by the data in .
2015, and after the change of auditor and represented by data in 2016.

The search results can be divided into two parts:

A - The results of indicators or quantitative measures of the quality of profits and
then the quality of financial reporting to confirm that the quality of profits and
hence the quality of financial reporting increase when the change of references,
whatever the cause of change mandatory or optional. Profit quality was measured
through three financial measures (cash flow from operating activities / net
operating profit); (operating accruals ), 'and (degree of correlation between cash
flows from operating activities and net operating profit). ' ]
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B - The non-quantitative measureg used to measure the quality of the audit and
then the quality of finaricial reporting were (pcrccntafge of the number of auditors
from the big4 offices for the total number of sample companies before and after
the change of auditor for the year 2015, 2016), (the percentage of adjusted
opinions for the total number of sample companies For the years 2015, 2016) the _
results indicate Conflicting results to the previous financial standards where the
results indicated an increase in the quality of the audit and then-the quality of ~
financial reporting before changing the auditor compared to the quality after the
change of auditor . This result requires further research to examine the feasibility
of non-quantitative indicators in measuring the quality of financial reporting, and
the extent to which audit quality can be used as an indicator of the quality of
financial reporting .

Keywords: quality of financial reporting, change of external auditor, quality of
audit, quality of profits, mandatory change of external auditor
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