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Indirect Payment of Audit Fees as A Proposed Approach to Support the External
Auditor's Independence - A field study

Abstract :

The main objective of this research is to propose a new practical mechanism to pay
the external audit fees that will have the power to be applied in the Arab Republic of
Egypt in order to support the independence of the external auditors.

To achieve this objective , the research dealt with the theoretical framework: analysis
and evaluation of previous studies in the subject of research, evaluation of mechanisms
and trends presented or proposed by professional and legislative organizations and
researchers to support the independence of the external auditor, what and the nature of
the proposed mechanism to pay audit fees, requirements and procedures for applying
the proposed mechanism, benefits Expected from the application of this mechanism.

The researcher has examined the research hypotheses in the field study that was
conducted on a sample of auditors registered in the auditors' record at the Financial
Regulatory Authority, and academics from accounting professors in Egyptian
universities, and investors in companies listed on the Egyptian stock exchange, which
were analyzed using the statistical analysis program (SPSS) in order to test the validity
of the research hypotheses.

Among the most important results of the research are that indirect payment of audit
fees (through the Quality Control Unit of the Financial Regulatory Authority)
achieves many advantages and benefits, including supporting the independence of
external auditors, enhancing the practice of professional skepticism, improving audit
quality, reducing practices earnings management, attention to the interests of all
stakeholders in the company under audit.

The study recommended the necessity of expanding the specialties of the Quality
Control Unit of the Financial Regulatory Authority to include obligating the audit
offices to provide a detailed statement of the audit process fees and the basis for
assessing the fees, and the need for the unit in cooperation with the Egyptian
Association of Accountants and Auditors to hold training courses for auditors in the
field of ethical and professional behaviors, the most important of which is
independence , Moreover obligating the companies registered in the Egyptian Stock
Exchange to disclose the amounts paid to the external auditor for the audit and other
non — audit services, and for the accounting departments of the Egyptian universities to
develop curricula auditing and introduce a new course related to the ethics of the
accounting and auditing profession.

Key words: Audit fees, auditor independence, professional skepticism, audit quality .
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