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The Effect of the Characteristics of Audit Committees on the Quality of Financial
Reports in Commercial Banks: a Field Study on Banks Listed in the Stock Market in

Turkey
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Abstract: This study aimed to verify the existence of an effect of the
characteristics of audit committees on the quality of financial reports. Size of the
audit committee, the number of committee meetings and the experience of its
members were chosen as characteristics to represent the audit committee
characteristics, the data related to variables of the study were collected from the
annual reports published for the fiscal year 2021, for 12 commercial banks listed in
the stock market in Turkey. After applying descriptive analysis and statistical tests
(correlation and regression), the results of the study showed that, the level and
quality of financial reports in commercial banks is high and reaches 92% in some
banks according to the scale used in the study. The results of the study also
confirmed the existence of a positive and statistically significant relationship
between the characteristics of audit committees and the quality of financial reports.
Keywords: Audit committees; Accounting Disclosure; Quality of Financial
Reports; Commercial Banks.
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Descriptive Statistics
N Minimum | Maximum Mean Std. Deviation
FRQ 12 70% 92% 83.5833% 8.37158%
ACS 12 2 4 2.58 0.669
ACM 12 4 57 18.08 19.038
ACE 12 0.50 1.00 0.6742 0.21454
Size 12 23.95 27.30 25.9092 1.37877
Lev 12 4.60 16.80 8.4567 3.83724
Age 12 33 96 62.67 20.518
Valid N
(listwise) 12
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Correlations
FRQ | ACS | ACM | ACE | Size Lev Age

1 0.047 | 0.362 | 0.459 | 0.551 | 0.033 | 0.337

QFD | Pearson
Correlation

Sig. (2-
tailed) 0.884 | 0.247 | 0.134 | 0.063 | 0.918 | 0.284
N 12 12 | 12 | 12 | 12 | 12 12

**_Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).
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Sxledl 13
Operational measures utilized for the qualitative characteristics (Beest et al., 150
2009) —
- Relevance

R1 The annual report discloses forward-looking information.

R2 The annual report discloses information in terms of business opportunities and
risks.

R3 The company uses fair value as measurement basis.

R4 The annual report provides feedback information on how various market events
and significant transactions affected the company.

- Faithful representation
F1 The annual report explains the assumptions and estimates made clearly.
F2 The annual report explains the choice of accounting principles clearly.

F3 The annual report highlights the positive and negative events in a balanced way
when discussing the annual results.

F4 The annual report includes an unqualified auditor’s report.

F5 The annual report extensively discloses information on corporate governance
issues.

- Understandability
U1 The annual report is a well organized.
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U2 The notes to the balance sheet and the income statement are clear.

U3 Graphs and tables clarify the information presented.

U4 The use of language and technical jargon is easy to follow in the annual report.

U5 The annual report included a comprehensive glossary.

- Comparability

C1 The notes to changes in accounting policies explain the implications of the change.

C2 The notes to revisions in accounting estimates and judgements explain the
implications of the revision.

C3 The company’s previous accounting period’s figures are adjusted for the effect of
the implementation of a change in accounting policy or revisions in accounting
estimates.

C4 The results of current accounting period are compared with results in previous
accounting periods.

C5 Information in the annual report is comparable to information provided by other
organizations.

C6 The annual report presents financial index numbers and ratios.
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