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Abstract

This research problem is represented in the fact that
managementsinsome companies do perform earnings management
practices, through a variety of methods of accounting practices used
particularly, in this technique. To effect this trend, these companies often
make use of available elasticity of the accounting standards and lack of
agreed upon of a certain method to facilitate detection of earnings
management practices, and tightening the control over it. This is aimed to
avoid the negative impact of the same on the very interests of said
companies and its ability to continue, on one hand, and without prejudice
to the interest of other parties dealing with said companies on the other.

The research aimed to know the role of audit committees in
reducing earnings management practices and its effect on the quality of
financial reports through identifying the motives, methods and techniques
of earnings managements well as regulations of a perfect formation of
audit committees to reduce earnings management practices. The research
also aimed to elucidate the effective role of audit committees in support
of external auditor's independence, on one hand, and to raise the
efficiency of both the internal control system and control over financial
reports to reduce earnings management practice son the other. The
research thus sought to clarify the effect of earnings management
practices on the quality of financial reports.

The research sought to test and develop a number of research
hypotheses, represented in the fact that, a perfect formation of audit
committees reduces earnings management practices. The effective role of
audit committees in support of external auditor's independence, and

enhancement of the efficiency of both the internal control system and



control over financial reports reduce earnings management practices.
Earnings management practices affect the quality of financial reports.
The research, on the other hand, used a number of research
methodologies, key among them are: the deductive approach to determine
the research pivots and form the conceptual framework by reviewing
accounting literature and research- related studies in the field of audit
committees and earnings management and quality of financial reports and
research hypotheses' setting, the historical approach to analyze prior
research literature and pursue the historical context of the phenomenon,
the inductive approach to test the research hypotheses and the analytical
descriptive approach using the random sample method (case study).

The research then reached a number of findings the most important of
which are that, a perfect formation of audit committees and its
effectiveness in raising the efficiency of both the internal control system
and control over financial reports reduce earnings management practices.
Earnings management practices negatively affect the quality of financial
reports.

The research has come out with a set of recommendations chief among
them are that, the research strongly recommended the formation of audit
committees from among those who had financial and accounting
expertise, which in turn helps audit committees to detect and reduce
various accounting methods used in earnings management. The research
highly recommended qualifying and training members of audit
committees, in so far as they might be able to gain knowledge and
identify and detect earnings management practices. Audit committees
should ensure the relevance of accounting policies to the nature of the
company's business and real justifications of changes therein, since, such
position may positively affect reducing earnings management practices

and enable reporting such a case to the company's board of directors.
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