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Abstract

The research aimed to measure the level of compliance of Egyptian listed
companies in the Stock Exchange to apply the Mandatory Audit Firm
(Auditory Rotation rule, and identifying the factors affecting it. An applied
study was conducted on a sample of (88) listed companies in the Stock
Exchange during the period from 2007 to 2019.

The research found several results, the most important of which is that most
of the Egyptian listed companies in the stock exchange (75%) do not abide the
application of the Mandatory Audit Firm (Auditory Rotation Rule, and that
the characteristics of the audit firm (including the required mandatory rotation
level and the size of the audit firmy are the ones affecting the companies'
compliance to apply the mandatory rotation rule, and that the company's
characteristics (Thetype of ownership, the industrial sector to which the
company belongsy and the type of audit (individual and jointy have no impact
on the level of corporate compliance to the mandatory rotation rule. The
research also found that there were deficiencies in the decisions of the
Egyptian Fi-nancial Regulatory Authority (FRA), in addition to the weak
regu-latory role of the FR A over the listed companies.
The research recommended that companies should be required to apply the
mandatory rotation rule, and that the regulatory role of the board (Stock
Exchange Disclosure Management) be activated on listed companies to ensure
that they comply with their decisions and the governance rules of the
mandatory audit firm rotation.
Keywords: Mandatory audit firm/ auditor rotation, Audit Partner Ro-
tation, Audit quality, Mandatory rotation level, Auditor Independ-ence,

Financial R egulatory Authority (FRA).
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Correlations

Y X11 X12 X21 X22 X31
Pearson Correlation 1 -.024- | -.030- | .319™ | .317" | -.033-
Y Sig. (2-tailed) 824 781 002 | .003 | .757
N 88 88 88 88 88 88
Pearson Correlation -.024- 1 .039 216" | -.128- | -5627
X11 Sig. (2-tailed) .824 .719 .043 234 .000
N 88 88 88 88 88 88
Pearson Correlation -.030- .039 1 -.021- -.050- | -.143-
X12 Sig. (2-tailed) 781 719 843 | 643 | .184
N 88 88 88 88 88 88
Pearson Correlation 319" | 216" | -.021- 1 620" | .087
x21 Sig. (2-tailed) 002 043 843 000 | 422
N 88 88 88 88 88 88
Pearson Correlation 3177 | -.128- | -.050- | -.620" 1 -.036-
X22 Sig. (2-tailed) .003 234 643 000 742
N 88 88 88 88 88 88
Pearson Correlation -033- | -562" | -.143- 087 | -.036- 1
X31 Sig. (2-tailed) 757 .000 .184 422 742
N 88 88 88 88 88 88

**_Correlation is significant at the 0.01 level (2- tailed).
*. Correlation is significant at the 0.05 level (2-tailed).

Regression
Variables Entered/Removed”
Model Variables Entered Variables Removed Method
1 X112 Enter

a. All requested variables entered.
b. Dependent Variable: Y

Model Summary

Model R R Square [Adjusted R Square Std.EEr_ror of the
stimate
1 .024° .001 -.011- 44433

a. Predictors: (Constant), X11
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ANOVAP®
Model SSum of df Mean Square F Sig.
quares
Regression .010 1 .010 .050 .8242
1  Residual 16.979 86 197
Total 16.989 87
a. Predictors: (Constant), X11
b. Dependent Variable: Y
Coefficients®
Unstandardized Coefficients Standz_art_iized
Model Coefficients t Sig.
B Std. Error Beta
1 (Constant) .286 119 2.406 .018
X11 -.029- 129 -.024- -.224- 824
a. Dependent Variable: Y
Variables Entered/Removed”
Model Variables Entered Variables Method
Removed
1 X12° Enter
a. All requested variables entered.
b. Dependent Variable: Y
Model Summary
Model R R Square Adjusted R | Std. Er_ror of the
Square Estimate
1 .030° .001 -.011- 44426
a. Predictors: (Constant), X12
ANOVAP
Model sumof) e |Mean] g
Squares Square
Regression .015 1 .015 |.078{.781%
1 Residual 16.973 86 197
Total 16.989 87

a. Predictors: (Constant), X12
b. Dependent Variable: Y
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Coefficients?®

Unstandardized Coefficients |Standardized Coefficients .
Model t Sig.
B Std. Error Beta
(Constant)] .289 111 2.603 | .011
X12 -.004- .015 -.030- -279-| 781
a. Dependent Variable: Y
Regression
Variables Entered/Removed”
'(;/le? Variables Entered | Variables Removed Method
1 X212 Enter
a. All requested variables entered.
b. Dependent Variable: Y
Model Summary
Adjusted R [ Std. Error of the
Model R R Square Square Estimate
1 .319° 102 .092 42119
a. Predictors: (Constant), X21
ANOVA"
Model Sum of Squares df Mean Square F Sig.
Regression 1.732 1 1.732 9.764 .002?
1 Residual 15.256 86 77
Total 16.989 87
a. Predictors: (Constant), X21
b. Dependent Variable: Y
Coefficients®
Unstandardized Coefficients Standqr(_jlzed )
Model Coefficients t Sig.
B Std. Error Beta
1 (Constant) .086 072 1.205 231
X21 134 .043 .319 3.125 .002

a. Dependent Regression

Variable: Y
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Regression

Variables Entered/Removed®

Model

Variables Entered

Variables Removed Method

1

X22°

Enter

a. All requested variables entered.
b. Dependent Variable: Y

Model Summary

Model R R Square Adjusted R | Std. Er_ror of the
Square Estimate
1 3172 .100 .090 42156
a. Predictors: (Constant), X22
ANOVAP
Model Sum of Squares df Mean Square F Sig.
Regression 1.705 1 1.705 9.597 .003?
1 Residual 15.283 86 178
Total 16.989 87
a. Predictors: (Constant), X22
b. Dependent Variable: Y
Coefficients®
Unstandardized Coefficients Standgrc_hzed ]
Model Coefficients t Sig.
B Std. Error Beta
(Constant) 421 .068 6.157 .000
X22 .281 .091 317 3.098 .003
a. Dependent Variable: Y
Regression
Variables Entered/Removed”
Model | Variables Entered | Variables Removed Method
1 X31° Enter

a. All requested variables entered.
c. Dependent Variable: Y
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Model Summary

woce| R | que | AduetR | S Erors

1 .033* .001 -.011- 44421

a. Predictors: (Constant), X31

ANOVA®
Model Sum of Squares df Mean Square F Sig.
Regression .019 1 .019 .096 7572
1 Residual 16.970 86 197
Total 16.989 87

a. Predictors: (Constant), X31
b. Dependent Variable: Y
Coefficients®

Model Unstandardized Coefficients Ségg?gg?;ig ) Sig.
B Std. Error Beta

(Constant) 273 .060 4.553 .000

X31 -.030- .098 -.033- -.310- 757

a. Dependent Variable: Y
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