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Abstract

A Proposed Model for the Role of Audit Committees in the
Jordanian Public Shareholding Companies, and their Influence

on the Effectiveness and Independence of External Audit.

Prepared By: Musa Salamah Swaiti.
Supervised By: Prof. Mohammad Matar.

The emergence of Audit Committees’ Concept was associated
with the financial collapse of many global corporations.
Corporations' failures were accompanied with inability or
unwillingness of the external audit firms to tip-off warning
signals on the probabilities of such collapses. Audit
committees deemed to be the Monitoring tools on all executive,
administrative and controllership departments, and constitutes
a link between internal auditors, external auditors, and the
executive management along with the board of directors, to
enable the external auditors expressing their opinions,
professionally and independently on the financial statements
as a whole, without any interference from the management.
According to pertinent Jordanian laws, all public shareholding
companies are committed to compose audit committees.
These laws determined the duties and responsibilities of audit
committees, but did not stipulate the attribute specifications of
the audit committee — members' qualities. This research aims
to evaluate the Jordanian trial by measuring the availability of

essential requirements for audit committees,
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to fulfill their role effectively, and to examine their influence on
the effectiveness and independence of the external audit. The
researcher reviewed prior studies, and looked into other
countries experiences, based on the practical application of
forming audit committees, and carrying out their duties in
Jordanian environment. A questionnaire survey was designed
using a proportional stratified random sample representing
public shareholding Jordanian companies including general
managers, financial managers, and internal audit managers.
(230) questionnaires were sent to (68) out of (183) public
companies that had composed audit committees in the fiscal
year (2005) as well as (26) external audit firms conducting audit
on companies that composed these committees. The
researcher carried out personal interviews with some of those
who were concerned in the study. The study revealed that all
shareholding Jordanian public companies in Banking and
Insurance sectors have formed Audit Committees, whereas the
ratio reached 85% for the service companies listed at Amman
Stock Exchange in the fiscal year (2005), while it exceeded 78%
of Industrial companies listed at ASE. The gross ratio for all
shareholding public companies that had composed Audit
committees reached 75% from the total of all shareholding
Jordanian public companies that had been registered at the
Jordanian Ministry of Industry and Trade in that year. Based
on the survey, through statistical analysis of the collected data,
the researcher concludes that audit committees do not have

the basic requirements to perform their role effectively,
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and they don’t have substantial effect on the effectiveness and
independence of the external audit, despite the fact that there
are many competent members in the audit committees of some
Jordanian companies. In evaluating the survey results, many
respondents agreed to some extent on the researcher
suggestions concerning developing a proposed model for the
role of audit committees. That model has been based on the
findings of this study, as well as the experience of other global
committees. The researcher made his best in order to form this
model to accommodate the Jordanian business environment
and to adequately fulfill the critical objectives of composing

audit committees.

The researcher recommended that Jordanian Security
Exchange Commission, and other legislative bodies, should
make necessary legislation adjustments on the existing laws
and regulations concerning the role of forming Audit
Committees, to be in consistence with the proposed model for
the role of Audit Committees in the Jordanian public
companies. The researcher expects that adopting this model
will help Audit Committees to carry out their role efficiently and

effectively.
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