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Abstract

The ownership structure plays a very important role in reducing the agency problem, and reflects
attempts to alleviate the agency problem between the various stakeholders in the company. It is also
one of the most important mechanisms that may contribute to activating corporate governance, and it
has an influential and vital role in audit quality. This research derives its scientific importance by
seeking to know whether financial reports quality is related to both family ownership and audit quality,
thus clarifying the direct impact of family ownership on both financial reports quality and audit quality,
in addition to the indirect effect of family ownership on the quality of financial reports through audit
quality as a mediating variable. This research aimed to study and examine the relationship between
family ownership and quality of financial reports and the mediating role of audit quality on this
relationship. By using a sample from the non-financial companies listed in the Saudi Stock Exchange
for the period starting from 2017 to 2021. The research found that: 1) family ownership reduces
earnings management practices, which in turn is reflected positively on the quality of financial reports.
2) Family firms prefer to be associated with auditing firms that do not belong to the Big Four, and
therefore there is a negative and significant impact of family ownership on auditing quality. 3) Auditing
quality reduces earnings management practices, which in turn is reflected positively on the quality of
financial reports. The research presented a number of recommendations, the most important of which
are: the need to expand the disclosure of the ownership structure, in order to enable the analysis of this
structure and determine the personality of the controlling shareholders in order to understand how to
face agency problems, in addition to disclosing the dealings of major shareholders, as well as members
of the Board of Directors.

Keywords: Family Ownership, Auditing Quality, Earnings Management, Quality of Financial

Reports.
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