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Abstract

This study aims to test the effect of accruals quality on the retention of cash
by companies in the basic industries sector listed on the Saudi Financial

Market (Tadawul). Companies may hold large amounts of cash for several
reasons, including monetary policies, the size of the company, and the
magnitude of its projects. However, there are other hidden reasons that lead

companies to retain large amounts of cash, for example, the presence of an
asymmetric information environment as a result of weak control procedures.
The managers of these companies may resort to keeping cash to make the
financial statements appear better than they actually are. This is to achieve
their personal interests, ignoring the principle of the importance of optimal

exploitation of assets and maximizing the wealth of the owners. Therefore,
this study expects a negative relationship between accruals quality and the
amount of cash held by companies .In order to examine the effect of accruals

quality on companies’ retention of cash, this study manually collectes the
financial data under study from the financial statements of Saudi companies
in the basic industries sector from 2015 to 2019. In addition, this research
uses a multiple regression equation (least squares) using Eviews statistical
program in order to test the study hypotheses on cross-sectional data for these

companies. Consistent with expectations, this study finds that there is a

negative effect of both accruals quality and its size on companies' cash
retention. In addition, this study finds that there is a positive effect of financial
leverage on companies retaining cash. The results of this study confirm the
necessity of symmetry of the information contained in the financial
statements, as the presence of this symmetry leads to the optimal exploitation
of the establishment’s assets and the reduction of its debts. This study
recommends to the legislative authorities to further activate the role of
supervisory legislation in the equality and symmetry of the information
contained in the financial reports, as information is one of the most important
factors that give a kind of confidence in the financial reports issued by

companies.

Keywords: Cash retention, accruals quality, company size, long-term debt,
financial leverage.
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