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Investigate the impact of the audit committees’ activities
on the optional disclosure in the financial reports ""An
Applied Study on Commercial Banks Listed in the Egyptian
Stock Exchange**

Abstract:

Audit committees have become an important issue on the agenda of
financial institutions, organizations and governments, acting as a link
between the Board of Directors and both internal and external
auditors. As they represent the most governance mechanisms to the
process of reporting and disclosure. Accounting disclosure is the
essence of accounting theory, the optional disclosure reflects the
information that the entity discloses optionally.

The objective of this research is to examine the role of audit
committees in improving the level of disclosure in the financial reports
of commercial banks listed on the Egyptian Stock Exchange. The
research problem is investigating the impact of the independence,
experience and size of the audit committees at the level of the optional
disclosure. This is done by answering the main question of the
research: ""What is the role of the audit committees in improving the
level of optional disclosure in the financial reports?*'

The study has followed the descriptive analytical method and the
inductive method to analyze the relationship between the audit
committees (as an independent variable, which is the independence of
the audit committees and the experience of the members,and the size of
the audit committee) and the level of the optional disclosure (as a
dependent variable) besides the control variable represented in the size
of the banks as measured by the natural logarithm of the assets of a
sample including all commercial banks listed on the Egyptian Stock
Exchange.

The study used the logistic regression model to measure the
relationship among variables through the statistical analysis programs
with the questionnaire, which included the items of the optional
disclosure (69 items), and were distributed to 260 individuals to show
the nature of the relationship between independent variables and their
effect on the dependent variables.

The results of the study showed that the level of optional disclosure
in the Egyptian banks varied. The results showed that 10% of the
optional disclosure items were disclosed by all the sample banks, while
43% of them were disclosed by one bank and 47% of the optional



disclosure items are disclosed in different percentages. The statistical
results also revealed a positive relationship with statistical significance
for the independence, experience and size of the audit committees at
the level of optional disclosure.

The study recommended a number of recommendations, including:
The necessity of benefiting of the existence of the causal relationship
between the independence, experience and size of the audit committees
and the level of optional disclosure which in turn helps to encourage
the investment climate and strengthen the mechanisms of the work of
the audit committees; The audit of the commercial banks and finally
the need to activate the role of the Capital Market Authority to issue a
law for optional disclosure deals with future information in more detail
and clarification.

Keywords: Committees - Disclosure - Experience - Reports - Audit —
Banks.
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Null Hypothesis: Obs F-Statistic Prob.
Y does not Granger Cause X1 37 5.75674 0.0073*
X1 does not Granger Cause Y 4.45880 0.0176
s JEAY) LB (s gina g daal yal) lad sl 5k G A SR
Y does not Granger Cause X2 37 9.38895 0.0089*
X2 does not Granger Cause Y 10.55104 0.0017
s JERY) Ll (s fina g daa) yall ot aaa G Al SR
Y does not Granger Cause X3 37 7.02134 0.0108*
X3 does not Granger Cause Y 6.01064 0.0239
L) (s giea g daal pall Clad 3ga g 499 G il e gl Jlaad¥) (Y) e
A
Variables in the Equation
95% C.l.for
B SE. | wald df Sig. Exp(B) EXP(B)
Lower Upper
Step1® X1 .398 .075 19.113 .000 3.225 .202 452
X2 .1534 .031 38.194 1 .0032 .502 .093 425
X3 .007 .037 24.54 1 .000 .502 .001 .329
X4 | .00008 .001 7.600 1 .015 1.409 .00003 | .00008
Constant | .708679 | .260 2.724 1 .128 4.427

a. Variable(s) entered on step 1: x1, x2, x3, x4
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