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This study aims to investigate the relationship between the audit
committees and the external auditors by showing the main role that the audit
committee plays to support the work of the external auditors to enhance
corporate governance in the Libyan context. Four groups of actors in the
Libyan banking sector were surveyed including members of the board of
directors, members of the audit committee, internal auditors, and external
auditors. In addition, a sample of these groups was interviewed. In total, 73
survey responses were analysed, and 12 semi-structured interviews were
conducted.

The findings indicate that audit committees in the Libyan banking
sector are not performing to a satisfactory standard in monitoring and
overseeing the external audit process, and they play too limited role in
enhancing the independence of external auditors. Despite this, the findings
indicate that there are some factors (meetings, financial expertise, diligence,
and the authority of the audit committee) have a positive impact on the
effectiveness of these committees to play this role in a way that enhances
corporate governance.

The study contributes to addressing the accounting literature gap by
providing new evidence from a developing country in order to determine ways
to enhance the effectiveness of these committees to play a greater role to
support the work of external auditors in the Libyan banking sector to enhance
corporate governance. It also seeks to urge regulators, shareholders, and
members of boards of directors in Libya to pay greater attention to these
committees, especially regarding their role in supporting the external auditors'
independence and effectiveness.
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Bl e Gl daabar asi Aaaball ol O (H2) ol Jod o 4
O e St dxahall glad o (H3) 5 comaal) cpsaliall J8 e dugicdl daalyal)
P-) Aol Lol 3and WY Llleds Aland) dealyall Y LAIS dealyal) asu)
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Gl chysad syl jlad) Glilas) 1(5) Jsas

Sig t-test Beta Std. Error B Model
0.000 3.865 3.918 15.143 | Constant
0.185 1.342 0.103 0.822 1.103 H1
0.001 3.453 0.290 0.958 3.309 H2
0.050 2.000 | 0.129 0.689 1.378 H3
0.968 -0.40 | -0.003 0.689 -0.28 H4
0.410 0.830 | 0.050 0.641 0.532 H5
0.032 2.199 1350. 0.708 1.558 H6
0.008 2.761 1630. 0.704 1.943 H7
0.002 3.225 1830. 0.784 2.527 H8
0.148 1.465 0.081 0.689 1.010 H9
0.000 5.258 0.332 0.843 4.433 H10
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i i Liall) plael Pl s dueal BV Lelal) oK (yal L(FRC, 2016
AV Jalgall e (ol alad 4 1y e Lea Jalall 138 olas a0 i B0 ()5S Ll
Obal pe eSS daladl 13l ankall acall B (atdiall (ggial) (alling
Clfinns QS e Cpde e OsS o) mg Ball O e diald) el
Ghabayen, 2012; ) Jlé J<& lelalss Willgiue allacas of lgle (IS 13)
bl jeds "\Ju,;;\, -(Reddy et al., 2015; Sanjaya, 2016; Qasim, 2018
iSsn el Wygy ALl dxaball olad A e 55 ) delsall of Y
olgaYly Al sally cclelaay) o ol dpadl gl b oS54

Azalial) dial dlalusg

- 515 -



JsY & sinall sl i all
G Bl 5 slatiy) 4408
ALY A yanY) Aaalall GV 5 a8l sl (p Agll) A1 gl oLy Cilpand lad i

sduanl) daila
P o S LaSoay Al Lals sl 3 duhall oha paled
— Sl Gl (e dage LIS — Aaabyal) Dall Sl el e ppual) bl
O35 oSy onll) Ayadl) g lladll b Gua)ladl syl dae e iy 8
Al sda b cBllally clbady) e Genaall laly WS @iy ¢ el 1
deld Jil pSladl o L) blag A bl coald dabide s plasialyg

O ) i Al dashal) dddee Adhe 8 dasball Glal s duealy
Bagine 53 agal s Al Cpealall dee o oy f am L ol glall
Jalsall Gans lia of ) a2l o e a2l (o caguDlial s e
SR Jaill g (Laaball Zial dlaluy calgaa¥ly (Al 5ally ccnlelany)
P 8Ll daSen e Lan sall 1agn abdll dealyall lad 4lad o sl
I Gladl) e 2aall iy Craada Aaabya) Glal of e I Teis Lyl
Sl e Yo GAGA AaSen sl Yiinel Aabaid) Hls eyd Gl alud
Aalaiall J2all 130 2oy 38 . 1edaly (o)landl AaSsall Aullad 5Ly ) g2 yuis
oo Al sa Laaal U Y A (s 8 oSy Al ST muan of e
Oo manll o) il cell Glagh el dalal) drad) Guead Ll Jaiadll
irad) g Uil & La)ldl) Aeabal) Galee 3 Ygihe B3 aali dealual) lal
Bagane 5 Y Gl Guaalial) dilladg ADIEL G03e5 Ao Lg5yn8 STl
il o dalgall (e il GaliSiud 3 aalas Lad duhal) of WS
Lo dmline il (e Cpaaly cagllaall gadll e ol 138 Gl dealyall (ol
2 e o AV oo duball oda Ldaabal) Glad dllad o Jalgal) 028 il (3l
gladll 8 daaball glal didlad e 505l dalgall (0 22 clglin Al cliale

- 516 -




er‘y\ Lg}.\....ﬂ\ gd:d\ )AJ}AJ\
Sl 38 el 5 ala@Y) 4l
Tl A pen) daalall GV 5 a8l gl s Al A gall oLy il jla Can

daal clelal dalsall o ) L) blag ) bl coald . alll b yead)
Ll dlled ae dogh Al Ao gl ddaldly colgin¥ly dllall ally daal)all
o il L S o dralyal) Lad 4D o Gos B o3l dused) 8 dea)yal)
all) dlled

glhadl o spedl BV Gae W Aubd) gl clag Al )
Cipan Lualiy opalaially daaball Olaly $IY) Gdlae eliacly ol i puadl
Olaly ClAl daSoal alaa¥l e wye o3 o dasin Cung (a0 L
IS Al daSen s dralie Cus el (& Dpapaiilly 4 3al) daad) (& daa)yal)
daahall dbigy Glayy Led deaball Olad oo o S5 G dde el
@ bt o (S lly olalll oda sl (Al JSUaally cliial) Julig e Al
radl glaall & il daSoag drabiall lad dullad ja3e5 8 Callaal) Llgs
el

Al V) e < Gl cilley Cilaal catas 38 Auhall o e a2l e
Sl e Lo weall sl Yl Lol Gmen GlgeYl (gye el o
penlads agihpeat L (gatis IS ALY SWia of ) kil (sl LDl
e 5l LSS Al adine el lgman @ ) UL (S Y 2 pad
o pel ABaall olok ol )yl Clgay Jia Jgelud B Gandl (6 8 el
el (o egun gLl o (B 1ty
olad il il 13 le Gandl Wela Guat dldival) ciludyall (yauats 38
Laf gl s pa @IS LSsn luags ae ils ST mua L (3 dealyal)
ehal b clad daliy il Ghlll 8 Gl ol paill ) il

- 517 -



Jsy & sinall sl i all
G Bkl s SLaiBY) A4S
ALY A yanY) Aaalall Y 5 a8 gl Al A gall oLy il el Cans

conlll LByl Jah @AY cleladll b @lal a3 Gl e 1k
GAY) dalsall (ans il pandl il e wie ) dals s el e sdle
Anaball lal dllad e Al ) dals) calS slgm

- 518 -



sV (6 sl alell gl
criad 5 3 lall 5 ALty 4408

Tl A pen) daalall GV 5 a8l sl (s gl A1 5l ey Clpand e i
&1l As 8

td el aalal) Yl

Ll calihla

:diay) 2l Ll
- Abbott, L. J., Park, Y., and Parker, S., 2000. The Effects of Audit
Committee Activity and Independence on Corporate Fraud. Managerial
Finance, 26 (11), 55-68.
- Agyei-Mensah, B.K., Agyemang, O.S. and Ansong, A., 2020. Audit
Committee Effectiveness, Audit Quality, and Internal Control
Information Disclosures: An Empirical Study. In: Corporate Governance
Models and Applications in Developing Economies. IGI Global, 2020,
1-22.
- Albedal, F., Hamdan, A.M. and Zureigat, Q., 2020. Audit Committee
Characteristics and Earnings Quality: Evidence from Bahrain
Bourse. In: Corporate Governance Models and Applications in
Developing Economies. IGI Global, 2020, 23-49.
- Alderman, J. and Jollineau, S.J., 2019. Can Audit Committee Expertise
Increase External Auditors' Litigation Risk? The Moderating Effect of
Audit Committee Independence. Contemporary Accounting Research,
Available at SSRN: http://dx.doi.org/10.2139/ssrn.3380099 [Accessed
18th March 2018].
- Al-Moataz, E., 2010. The effectiveness of audit committees in the
kingdom of Saudi Arabia. Saarbriicken, Germany: Lap Lambert
Academic Publishing.
- Alrshah, A. M., & Fadzil, F., 2013. Alrshah, A.M. and Fadzil, F., 2013.
The impact of Corporate Governance reforms on External Auditor
Quality and Reliability of Audited Financial Statements: Evidence from
Libya. In: International Conference on Business Innovation,

- 519 -


http://dx.doi.org/10.2139/ssrn.3380099

JsY)  sind) el izl
Gl Bladll y JLamy) 48
Ty Ay jen) Aaalall GV 5 a8l sl (p Agll) A1 gl oLy Cilpand lad i
Entrepreneurship and Engineering (ICOBIEE2013), Penang, Malaysia,
6th to 8th December 2013. pp. 1-10.
- Alzeban, A., & Sawan, N., 2015. The impact of audit committee
characteristics on the implementation of internal audit recommendations.
Journal of International Accounting, Auditing and Taxation, 24, 61-71.
- Appuhami, R. and Tashakor, S., 2017. The impact of audit committee
characteristics on CSR disclosure: An analysis of Australian
firms. Australian Accounting Review, 27 (4), 400-420.
- Beasley, M.S., Carcello, J.V., Hermanson, D.CR. and Neal, T.L.
(2009). Audit Committee Oversight Process||, Contemporary
Accounting Research, 26(1), 65-122.
- Bédard, J. and Compernolle, T., 2014. The External Auditor and the
Audit Committee. Routledge Companion to Auditing, Edited by David
Hay, W. Robert Knechel and Marleen Willekens, 2014., Available at
SSRN: https://ssrn.com/abstract=2423389. [Accessed 19th March 2018].
- Bedard, J. and Genron, Y. (2010). Strengthening the Financial
Reporting System: Can Audit Committees Deliver? International Journal
of Auditing, 14: 174-210.
- Bratten, B., Causholli, M. and Sulcaj, V., 2020. Overseeing the
external audit function: Evidence from audit committees’ reported
activities. Available at SSRN 3314334,
- Burke, F. M., Guy, D. M., & Tatum, K. W., 2008. Audit committees: A
guide for directors, management, and consultants. 5th ed. Chicago, USA:
CCH.
- Christensen, B.E., et al., 2019. Affiliated former partners on the audit
committee: Influence on the auditor-client relationship and audit
quality. Auditing: A Journal of Practice & Theory, 38 (3), 95-119.
- Cohen, J., Krishnamoorthy, G., & Wright, A. M., 2002. Corporate
governance and the audit process. Contemporary Accounting Research,
19 (4), 573-594.
- DeFond, M. L., Hann, R. N., & Hu, X., 2005. Does the market value
financial expertise on audit committees of boards of directors? Journal of
Accounting Research, 43 (2), 153-193.

- 520 -


https://ssrn.com/abstract=2423389

sV (6 sl alell gl
Sl 38 el 5 ala@Y) 4l
Tl & panY) daalal) GV 5 a8l gl s Al A gall oLy il jla Can

- DeZoort, F. T., Hermanson, D. R., Archambeault, D. S., & Reed, S. A,
2002. Audit committee effectiveness: A synthesis of the empirical audit
committee literature. Journal of Accounting Literature, 21, 2002, 38-75.

- Ebrahim, A., 2007. Earnings management and board activity: An
additional evidence. Review of Accounting and Finance, 6 (1), 42-58.

- FRC. (2016). Guidance on audit committees. London: UK’s Financial
Reporting Council.

- Ghabayen, M. A., 2012. Board characteristics and firm performance:
Case of Saudi Arabia. International Journal of Accounting and Financial
Reporting, 2 (2), 168.

- Ghafran, C. and O'Sullivan, N., 2017. The impact of audit committee
expertise on audit quality: Evidence from UK audit fees. The British
Accounting Review, 49 (6), 578-593.

- Grenier, J., Ballou, B., & Philip, S., 2012. Enhancing perceived and
actual audit committee effectiveness through financial expert
certification. Current Issues in Auditing, 6 (2), 15-25.

- Ho, L. J, Liu, C., & Wang, X. F. 2014. To what extent does the audit
committee curb downward earnings forecast guidance? Review of
Accounting and Finance, 13 (2), 110-133.

- Hogan, C.E., Schmidt, JJ. and Thompson, A.M., 2014. Audit
Committee Responsibilities and Implications for Legal Liability.
[online], 1-38. Available at:
http://www.isarhg.org/2014_downloads/papers/ISAR2014 Hogan_Sch

midt_Thompson.pdf [Accessed 05th October 2017].

- Hsu, W., Huang, Y. and Lai, G., 2019. Reserve Management and Audit
Committee Characteristics: Evidence from US Property—Liability
Insurance Companies. Journal of Risk and Insurance, 86 (4), 1019-1043.
- Jafarabadi, V.P. and Pakdaman, S., 2016. Investigating the Effect of
Training Rhythmic Games on Reducing Symptoms of Behavioral
Disorder in Preschoolers of the city of Sirjan. International Journal of
Humanities and Cultural Studies [online], (IJHCS) ISSN 2356-5926
(May 2016), 1034-1046. Available at:

- 521 -


http://www.isarhq.org/2014_downloads/papers/ISAR2014_Hogan_Schmidt_Thompson.pdf
http://www.isarhq.org/2014_downloads/papers/ISAR2014_Hogan_Schmidt_Thompson.pdf

ij\ d}u.i\ JAM\ )AJ}AJ\
il y s lall g Aba®y) 44S

Ty Ay jen) Aaalall GV 5 a8l sl (p Agll) A1 gl oLy Cilpand lad i
file:///C:/Users/ssa/Downloads/848-2399-1-PB.pdf [Accessed 21st
March 2020].

- Juhmani, O., 2017. Audit committee characteristics and earnings
management: The case of Bahrain. International Journal of Accounting
and Financial Reporting, 7 (1), 11-31.

- Keune, M. B., & Johnstone, K. M., 2012. Materiality judgments and
the resolution of detected misstatements: The role of managers, auditors,
and audit committees. The Accounting Review, 87 (5), 1641-1677.

- Kharashgah, K.A., Amran, N.A.B. and Ishak, R.B., 2019. The Impact
of Audit Committee Characteristics on Real Earnings Management:
Evidence from Jordan. International Journal of Academic Research in
Accounting, Finance and Management Sciences, 9 (4), 84-97.

- Klein, A. (2002a). -Economic Determinants of Audit Committee
Independence]||, The Accounting Review, 77 (April), 435-452.

- Larbsh, M.M., 2010. An Evaluation of Corporate Governance
Practice in Libya: Stakeholders’ Perspectives. Ph.D. thesis., Nottingham
Trent University.

- Lennox, C. S. and C. W. Park (2007). Audit Firm Appointments,
Audit  Firm Alumni, and Audit Committee Independence]],
Contemporary Accounting Research 24 (1): 235-58.

- Magrus, A. A. A., 2012. Corporate Governance Practices in
Developing Countries: The Case of Libya. Ph.D. thesis., University of
Gloucestershire.

- Makni, 1., Kolsi, M.C. and Affes, H., 2012. The impact of corporate
governance mechanisms on audit quality: Evidence from Tunisia. IUP
Journal of Corporate Governance, 11 (3), 48-70.

- Mallin, C. A., 2010. Corporate Governance. 3rd ed. Oxford: Oxford
University Press.

- Maraghni, 1., & Nekhili, M., 2014. Audit committee diligence in
French companies: A question of independence or competence?
Comptabilité-Contrdle-Audit, 20 (2), 95-124.

- Qasim, A., 2018. Audit committee effectiveness: reflections from the
UAE. International Journal of Economics and Business Research, 15 (1),
87-107.

- 522 -


file:///C:/Downloads/848-2399-1-PB.pdf

sV (6 sl alell gl
Sl 38 el 5 ala@Y) 4l
Tl & panY) daalal) GV 5 a8l gl s Al A gall oLy il jla Can

- Qasim, A., 2018. Audit committee effectiveness: reflections from the
UAE. International Journal of Economics and Business Research, 15 (1),
87-107.

- Reddy, K., Abidin, S., & You, L., 2015. Does corporate governance
matter in determining CEO compensation in the publicly listed
companies in New Zealand? an empirical investigation. Managerial
Finance, 41 (3), 301-327.

- Rezaee, Z., 2009. Corporate Governance and Ethics. New York, USA:
John Wiley & Sons, Inc.

- Rustam, S., Rashid, K., & Zaman, K., 2013. The relationship between
audit committees, compensation incentives and corporate audit fees in
Pakistan. Economic Modelling, 31, (March), 697-716.

- Sanjaya, I. P. S., 2016. The influence of audit committee to earnings
management. Jurnal Akuntansi Dan Investasi., 7 (1), 97-112.

- Sarbanes Oxley Act, 2002. One Hundred Seventh Congress of the
USA. An Act, US Sarbanes Oxley Act, 2002. [online], Available at:
https://www.gpo.gov/fdsys/pkg/BILLS-107hr3763enr/pdf/BILLS-
107hr3763enr.pdf [Accessed 18th March 2018].

- Sharma, V., Naiker, V., & Lee, B., 2009. Determinants of audit
committee meeting frequency: Evidence from a voluntary governance
system. Accounting Horizons, 23 (3), 245-263.

- Stewart, J., & Munro, L., 2007. The impact of audit committee
existence and audit committee meeting frequency on the external audit:
Perceptions of Australian auditors. International Journal of Auditing, 11
(1), 51-609.

- Thiruvadi, S., 2012. Gender differences and audit committee diligence.
Gender in Management: An International Journal, 27 (6), 366-379.

- Turley, S., & Zaman, M., 2014. The corporate governance effects of
audit committee. Accounting and regulation. Berlin, Germany: Springer,
2014, pp. 133-159.

- Ursachi, G., Horodnic, I.LA. and Zait, A., 2015. How reliable are
measurement scales? External factors with indirect influence on

- 523 -


https://www.gpo.gov/fdsys/pkg/BILLS-107hr3763enr/pdf/BILLS-107hr3763enr.pdf
https://www.gpo.gov/fdsys/pkg/BILLS-107hr3763enr/pdf/BILLS-107hr3763enr.pdf

Jsy & i) sl i all
Gl 3 el Byl 448

Ty Ay jen) Aaalall GV 5 a8l sl (p Apll) A1 gl ey Cilpand lad i

reliability estimators. Procedia Economics and Finance, 20 (15), 679-

686.

- Wan Mohammad, W.M., et al., 2018. The effect of audit committee

characteristics on financial restatements in Malaysia. Journal of Asia-

Pacific Business, 19 (1), 4-22.

- Zagoub, A. A., 2016. Concept and practices of corporate governance in

Libyan commercial banks: A stakeholders' perspective. Journal of

Economics and Business Studies, 3 (2), 1-14.

- Zain, M.M. and Subramaniam, N. (2007). Internal Auditor Perceptions

on Audit Committee Interactions||, Corporate Governance: An

International Review, 15(5): 894-908.

_ 524 -



