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The effect of IFRS adoption on the external audit
guality: An applied study on listed companies in the
Egyptian Stock Exchange
Abstract

The research aimed to study and test the effect of the adoption
of international financial reporting standards (IFRS) in Egypt 2015 on
the quality of auditing the complete historical annual financial
statements. To achieve this objective, an applied study was
conducted on some listed companies in the Egyptian Stock
Exchange, using content analysis of the annual statements and
reports for a sample of 411 observation of non-financial companies
listed in the Egyptian Stock Exchange during the period from 2012 to
2019 excluding 2015 as the year of the adoption of IFRS in Egypt,
using multiple linear regression model to test the research
hypothesis. The results showed that the adoption of IFRS has no
significant effect on the quality of auditing the complete historical
annual financial statements. This may be due to the weak level of
infrastructure in the Egyptian accounting practice environment and
the lack of a suitable and prepared environment for adopting these
standards, in addition to the differences in economic, political,
cultural, legal and regulatory factors specific to the accounting
practice environment in Egypt, as these standards are prepared
according to environmental factors and societal values that suit
developed countries and do not suit developing countries, especially
Egypt. Therefore, researchers recommend adapting international
financial reporting standards to suit the Egyptian financial reporting
environment so that the adoption of these standards can be utilized
to the maximum extent, and the positive impact of adopting these
standards on the quality of financial reports can be increased, which
is consequently reflected in the level of external audit quality.

Keywords: Adoption of international financial reporting standards,
External audit quality, Complete historical annual financial
statements, Leverage, Ownership concentration, Institutional
ownership.
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DA e Slaleall sl a5 Ay zisailh Aals Glalae Jidd ianay , 03 ¢
-4 Aataal)
TAJA1= 81 (A1) + 5 [(AREV, — AREC)/Ar1] + 85 (PPE/AL) + &

sdua

-

. O, O3, O3 Gilalall Q‘J"Jﬂ dm : alv 621 63

e LAY el ) pds s Residuals zisedll Gl Jiai ;g
(TA) leay) Glaainy|

Discretionary Accruals (DA) : bidy) laiuy) paii -z
i) A, 5l Al el e b laY) Ley a8 i) cblpaatl) gb g
Jael) dpalaal) il @il sy dlae] o aSaill (A (e dald dalias
ol e V) g g b aSailly (ARl Jpadl aliY] eel) coDlaall il
Mandour et al., ¢Y+)o (& all ¢Y YA c‘;c) Gl 5 yamall g cilal YL

DA = TA/A 1 — NDA, 416l daleal) JYA (e 0 185 435 (2018

G OLEAY) BEatol) dad CuilS 138 (2L )Y B0y sdise DA piius
ol (8 5l) (5 seam ol (8 2Ly )T 310 S g sl GlD iy (Al ) Ao 5
D Iy gl (Lial) e Ay 8 l) Jiall 4y slue el il 1) Wl oo san
LoV 0 2y a2 )

Ligall IS 58 Gl 4 i) ALl 230 58l 4l 5 (e 73 galll 134 (et 5 LaS
e Byl IS S il ALl 00l e slaie W1 &5 38 g o pidliia 0 3 e

e L Gl g iyl jeabiall 0 sl ila o punill il o ) iln i o ¢y shialyd) acie) ©
_(I\/Ie]’]sahl 2020 ¢Y YA ‘L_A‘: Yoo “_g‘)a...a”)
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ol e i O Le s il ¢y ) Al 5ol By sl a3 el yuaiiall
ulae oy Lasyadll g YoV e dag Yo O Y a8l a g il gall W)
Y10 ale el pe Y009 Jiag Yo T e sl g gl sall Ly )
2205 D2 A padl dauladl jplee e B0 das Hlaia) &5 G sl (e
QAN e AN Balall a5 lgy Juaadl aiys Yot o daud (1) 0) a8 jlaiin)
ale 8 Lol Leidaty ¢S 58l (amy 2585 28 LaS Y VTV /Y e T jlsic]
aal) a1l g baa¥) i) i el il e o il Lae (Y0 V0

A sl ALl 230 58l (e A B L) ) Al a5 AN B gdadl)
i L) il ecalaall Cludal 5 ¢Cpaaluall JSua 53 0aY) Galas )l
ASlall 5 ASlall 3 A pa el ad ) A (e JS apaad (8 dendidl
La lia) Cangioadl ) jall @l yiaie caliag ludial (e el aas s A sall
Jaladll o) yaY Tasead cMicrosoft Excel gl p (Ao bl el 4 58 5
Stata 15 gy alaiuly L Slasy)
ruany) Jadait) < gal oV

Jie A all @ il da gl slan ) cadlal Gamy () sialall aasiul
paibadll Cia gl dad il y dad ey s bmal) Glai¥l y luall ol
Pearson ¢ s« bl ¥ Jalas aladin) 23 Gl dl jall &l juatial 4 )

a2 AN g Al )l &l st (oo Bl W) 2w o4l Correlation

(Gellings, 2017; 2aaiall il jlasiy) zdgad o falill aadin) &uall)
Isaboke and Chen, 2019; Mensah, 2020; Pasko et al., 2021)
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Cross— Sectional Time dusUad 43ia) dbaba ciliby Ll dul )
(Amirul and Salleh, 2014; Series Data (Panel Data)
ali i a9 Priharta and Rahayu, 2019; Nwoye et al., 2021)
39 (AN Jlaa) migal tlaa g dadll HlaaiV #3la (e e 5 O A5 )adl
sl zigaly <Fixed Effects Linear Regression 4l c il
‘Random Effects Linear Regression 4l sal) il yilal) 3 Jadl)
(Mohammed, 2018; Hausman Test Jlial Gakd A (e iy
Amirul and Salleh, 2014; Soyemi and Olawale, 2019;
.Nwoye et al., 2021)

"ol Sl aaal) (a s lsal e Hausman Test Jlgal aaia g
Allain ) Al CailS 1A Mzl g Al gdial) il LAl g3 oY) gl gad
oady aly 0.05 = 0 4y simall (5 sinse 4ad e J3| Prob> Chi® s
il Al 53 sV masad o () s Laa cJaad) a8l Jsi g pall (8
Gl 1) Ll ¢ laaiV) s ey bl Juiadl Juadl) 23 sl sa A5
G sinse af s i 5l a1 Prob> Chi? JLiasU allaiay) 4ol
O S s Laa cdaadl i i) il y g a2l sk Jsd o5 0.05 = o 4y siaal)
ey UL Q] Juad) 23 sl s 200 gl 50 3 JlasiV) 3 g
s2e Hausman Test Jlidl gils jelat cilall gany Ay lasiyl il
3 DVl masal 58 Adall sdn (B (O sl (i A sine (358 25
Crm RV LAl e S jliie W) 8 38l AV el sa A sdiall ool
(Mohammed, 2018; (o3l e <Ayl sy (€, a) pailias
.Fuad et al., 2019; Mensah, 2020)

Descriptive Statistics :Aasl sbaaly) /Y

el el Ol il A gl ilelan ) (7-4) ad, Jgdad) G pay Ea
o yde (5 ste (Ao 2LV 310 o s o Jgdadl 138 (e gy g Al
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Gl e Alle (o (ixy 138 5 €0.3799 s jbere il il ¢ -0.26517 Ll
) (s JLAT LS (e (saiddd) (o g olad) 3~ L Y1 8 lal o 55 Al
sae &l G LY 3 1) Clu jlas 3sa 5 (e (St SIS 53l Cilaaline 48lS ¢
Jalay Le (sl ¢(33aLika 95) (63 s2mm sl 8 2,1 5l gy (Al claaliall
& LY ) L A claaliall sae als cclalidl sl oo (23%)

lalidl Jas) (e (76%) ol b sl (328050 316) (s olal

9.21 s lme il 2 ¢1,27059 Al ad )l A da gie ply Las

B s il s (o e Uy lee ¢183.89 ¢-22.48 0w 7 s) sk s

Colaaliie Alle il oda g La )5 Aal) <l yda s Ml bl Ay

Las ¢ 60.79% Al Jaws gie aly i (AaSlal) S 58 Ag Al dpadlly Lal S Ll

Aslall ity g A pall Jae S G A SLal) 35S i da ja 80l (A i

AL A B3l 3 ) el yify g ¢ 52,106 Al Lo sia il 28 cApangal)
Al IS A A 5l

Al ) Al Apasl) @l piiiall Jdia gll slaal) 1(7-4) ad Jo

Descriptive statistics for quantitative variables
Variables Mean Std.Dev Min Max Obs
EM -0.2651796 0.3799123 -2.12 2.32 411
LEV 1.270596 9.206 22.48 183.89 411
Con.Own 0.6079246 0.2091745 0 0.998 411
Ins.Own 0.5207912 0.286099 0 0.998 411

fodiallll dlas s jaaall

Ligad LSl @l ypiall diaa o)) Cilelianl (7-5) by Joaad) (a2
Jnlre 35 8 La 58 JOIA colaaliiall G () Jgaad) 138 e iy g Al

BUEY) dilaty giaa ) slasyl @il Stata 15 eihas¥) melidl i s sie e o faldl acie! ¢
Ll g A jlaal) il

YAY



il Ll A Laiy ccilalidl Jiaa) e 42.82% 3l sall )y il
Slalial Jea) 0 57.18% il o Wb i JOA
dal ) Aiad AR @ piciall ua Y sluany) 1(7-5) aby Jgaa

Descriptive statistics for qualitative variables

Variables Category Freq Per Cum N
IFRS Adoption 235 57.18 57.18 411
No adoption 176 42.82 100

Correlation Analysis < iall gu bl ¥ Julas V/7

13 L sl (Pearson Correlation ¢gwus Bl Jalaa aladiu) o
il & yusidl g Multicollinearity 2axie Jad bl ) 4G @llia cailS
il g gl Ol parial) o Jalid yY) As jo aaan] AALaYL ¢ el gz g
U225 .10% 5% ¢19%0 Db sie e Gl g Al jall Jae Ul

1aa sgdaly ol yall <l yatia (o bl ;) 48 iiaa (7-6) oy Jsal

a3 S 0.7 Dslas ¥ i) @l uaiall ¢ Lol ¥ COllas and o Jsaall

e A by 1da 5 @l oaial xaeal 10 e 30 o1 3 31 VIF Qs

(Fossung and Al &yl cp aaaiall addl dal s j¥1 A G

Verges, 2022; Hassan et al.,, 2023; Mohammed, 2018;
.Badawy, 2021)

odall) [FRS (38 Om 6 sixe Bl )l aga g aae ) 48 shiaall s2a 0l
i LaS (s S dral yall B3 sad ebia) 2LV 5100 (6 sise s (il
N A 0 IS5 LY 81 (5 siin i (5 5mas (b Bl ) 3 5a )
L\_ﬁ‘)\ 9 g ale L.A;‘ :u\_m\;}’\_t Al ) Ol yarieS A SLall 3 Jda o c‘;\.d\
() el s pall AL D g LY B 1) (5 s (5 saa
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Jae clddall cj).ml\ bb:im ‘_;1.3_\.4\ ).u:j.o C&z&l—.\l\ LS"\-‘ O ‘iula.\’
il i R (G giall sk e S e il a0

L)yl ) il (s oY) 4B ghima 1(V-1) A Jsin

EM IFRS LEV Con.Own Ins.Own
EM 1
IFRS -0.0647 1
LEV 013947 | 0.0654 1
Con.Own -0.2513** | 0.0425 0.0672 1
Ins.Own -0.0518 -0.0124 0.0418 0.7203*+ 1

10% & sina (s ginal i 5% 4y sina (s shnnal jpdki 196 Ay sina (s gianal i
(H1) Cagll pa @ SLua) mildd AJV
0 At sl Ll il e 0 K1) Le Lia) (i Al 13 cagid
iy ) A i) ANl 0 S8 Aaa) e B3sa e Gisine Ji%a Yoo Lo jea
IS il (liliaiu) gl (e~ L Y15 ) il jleas Lgie T yee) 4118
T padl s ) sally 32l
foh LS ate (a8 8 ) g ) Ay gal o Gilaa) G2 Al 1 JLadY
e Lsine Y410 ol jeae 3 Al ) o 8l julee 5 5% Y THO
sadall € all ALK A il Ayl ALl 0l das) e Basa
A paall da ) sl
amiall LAY i) gigel o diSY) K5 gadll 13 Y
: A
EM= [} + 43 IFRS + [, LEV + [J; Con.Own + [, Ins.Own +¢
Jsax s si &5 (EM; IFRS; LEV; Con.Own; Ins.Own) €
Ll il el g Cana o

T sl 4y sinall (5 gie (ga S M\ M (P-value) 4laia¥) iedll culS 13 asd) (b Jod aloe
(0.05) (s sf e J8 Jiisall jpaiall 0aia¥) Gl il 13) 4y g ¢(0.05) 4
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YoYo g e bl aaall Ay ladl o ghell 355,00 dlna

Zigmal Aliiuly (H1) Goadd) pa b JLad) milsll puiags L Lady
‘Fixed Effects Linear Model Auil e i) g3 jlasiy
(H1) gl (lajf LS qeildi 1(V-V) aby Jgan

Dep variable: EM Coeff P-Value
Ind variable
IFRS -0.01321 0.646
Con variables
LEV -0.0049 0.003
Con.Own -0.7637 0.001
Ins.Own 1.17539 0.000
| R? within | 0.1150
F - Test 11,07
Prob>F 0.000

e (11.07) F dibean & puonall el 3305 «Jgaad) 138 (o guialyg
daiill Cual LS (0.05) 4 sine (s siae 2ie @lldy «()(2.37) 4 saal) Lgiaid
Le 585 ¢(0.05) 4 sixall (5 sin (1o JBl 85 ¢(0.000) F dsilasy ddlaiay)
DYz gaill 4adlia acay Las o3l a8 Al HlasiW) 23 5 4y il
138 5 ¢(0.1150) R? within wasi) Jalas dad il LS 2l jal) Jae 48301
= 11.5% s e M;AGAJM.}!\ S Asall Gl yardal) 3508 )
) 88.5% A8 Al aa Ji5 L)W 51 Sl jlae (A i) Jlaa
ol s LY 8 Sl jlas o 58 e 5% o Sl e s AT el 5o
o) sindl Ul Lgiazaty 085 ) all ol Led ol oy

Glujlas Ao [FRS (il s gina ol g g ate sty i) Jlatyg
P-value ied cualy Cum cdanl pall 5252 (55 o o8 (s LY 51

Glasd Gl e Fanis dosa (e da diua) Adgaal) iy F 4ilaay 4y gunall Ladl) 45 e o3
(DY) Zisad Glalaa 22 — Glaaliall dac) aliall iy ala g (sl @l piall 2ac) ol L
Al sanll el (g 5l ca ST F dilany 4 gunall dadl) cilS 13 (0.05) 4 sine 5 sivaa e i
o (55t Y sl Glalea (g Bas) s BY) e adly S Gl Gl Jaly padl Gl d (2 oy
4 gnal) dagill CilS 1)y ) sl e ks ) @l il e o zdsall 5,08 ) sy e g
A e (s sbd i) Cllae men ol N asad) (a8 Jgd sl A sl adl) (e BB F dtbasy
LY A e Y 1Y olalh) alid) il e Tk Al lpsill 23 gaill i &y ginae are ) ged L
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el (2l pad g aradl Gl b J gl a5 288 ale 5 (0.646) il 12gd
Yoro e juan B A gal) Jlall o 8l julea A e ™ QSN (H1)
il dalt ALalst) Ay i) 4 gicd) Adlall adl g8 A pa Ba g Ao Gigina
My paall da ) sally Bl

(Hessayri aabull cilul all (s 4] cilia 5 Lo ae dgiill) &l guuiig
and Saihi, 2015; Said, 2019; Ronibasa and Siregar, 2020;
Lé Hakim et al., 2021; Oppong and Bruce-Amartey, 2022)
(Al e A e LY 6l il jles e [FRS (i il ny (3l
(Gellings, 4sludl Glul )all asy 4l Clia 5 Laa pasdil) o dagill) ol
2017; Mohammed et al., 2018; Mensah, 2020; Hashed and
Almagtari, 2021; Aldoseri et al., 2021; Eiler et al., 2022;
.Olubunmi, 2022)

¥ ) clujlaa Ao [FRS (A il clbg of g ghaldl o g
dppidanal) A jlaall At Agiatl) i) (g i inada ) g 38 cdy JLeaY)
ABLSYL « ulaal) MMSM\JMU&\ il agag als g &y yaal)
doalAll dpaddatil) g A gilAY) g ABLELY g dclad) g ApalaiBY) Jual gall DAY
Aty Jal gat (88 g Sana julaall oda (f dus cwé@M\Z\MJM’Z\Jﬁ
I | aa dald dalil) Jgad) canlii Y g dadiiad) Jgal) camlis dmaisa add g
Gmdaly 48K 3l g A mal) agaad Gl Aallall adl g8 ara o) ) ALY
IFRS (el cilallaia aa Joalaill 4o DU 48l <l jadll g (|FRS cilllaia
Leadldl) ) padil) g alSal) o) coanal) (e 098 AUl g dllad g 3oliS
o) Ll ey aB o0 138 g Aulall S dlae) dalery ddags yal) Aagaual)
Gk adad lld g (Al i) 8 gana Lgale (uany Al Ay il @) al) (ali
5 IFRS (il (mlas¥) 253 mall (ma BELaY) g daplal) A8y phally jlnal)
¥ B0 il jlan (alaaly (et Lad o4 gioad) Adlal) adl o811 33 5
A Al daa) jall Baga (5 giea Ao usads La a9 Ay LgdY)
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e Al g ) Al g ginag a5 35 ) (LI e Las
al Cun daal jall Bagn (5 siue e Glayl 55 &5 e b1 30 il jlas
il 13 P-value 4w cualys ¢(-0.0049) siall 1igd jlass¥) Jalas
Al sl pal) iy 4] il 55 s e Aol LS 3y (0.003)
(Dang et al., 2017; Mensah, 2020; Setiawan et al., 2020;
] Joa g Lea il o daiil) dlli 3l Lady \Ngo and Le, 2021)
(Albitar et al., 2019; Ronibasa and luwlall (e A (sl
Siregar, 2020; Mbir et al., 2020; Oppong and Bruce-
Amartey, 2022)

Sl S i da ) s ey b B gy ) Load cqiliil) ppdd
Axal ) 33 5a (5 giue Ao Dlag) S35 25 ey ezl )Y 51 il jlae e
il P-value iad cisliy «(-0.7637) Jusial) 1igd Jlasi¥) Jelas gl Cua
Al bl Al (a4l Cilea i Lo e Ayl A Guidiy (0.001) Lusial
& U Ly (limas et al., 2018; Mellado and Saona, 2020)
(El Moslemany and <l sall (e HAY) Gl 4] Joa 5 Laa (il
.Nathan, 2019; ALQirem et al., 2020; Nguyen et al., 2021)

e A sall ALl il (g gima g bl LS 2 gn (gl (i LaS
b Eua daal all 835 (5 s o Gla 355 &5 ey LY 31 il jlas
el 1) P-value 4ed <uslis (1.17539) siall 1) jlasi¥) Jalas
(Ilmas et al., A&l clad jall (any e dagdll) A5 guliy (0.000)
5 Lain 2018; Setiawan et al., 2020; Nguyen et al., 2021)
(Firnanti et al., <lul il e HAY) Gl 4] Joa 5 Lee (il Ao
2019; Mellado and Saona, 2020; ALQirem et al., 2020;
.Oppong and Bruce-Amartey, 2022)
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