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Abstract

Audit firms in Saudi Arabia can get three types of fees: audit fees, non-audit services
fees, and fees from other audit firms for referring clients to them. Competition among
audit firms in Saudi Arabia is spread, which raises concerns regarding the dependency
of audit firms on audit fees. The fact that audit fees are low may reduce audit firm’s
willingness to provide audit services. If audit fees are not motivating an audit firm to
keep audit clients, then such firms may keep them for other purposes such as referring
them to other audit firms to get non-audit services from those firms. With this
hypothetical (theorized) scenario, this study investigates the existence of symbiosis
among audit firms in Saudi Arabia. The results of the study reveals that surveyed
subjects concur that competition among audit firms is based on audit fees. However,
audit firms, to which surveyed subjects belong, do not give up audit clients. Apparently,
they keep their audit clients. Research findings also show that audit firms, to which
surveyed subjects belong, refer their audit clients to other audit firms in the Saudi
Arabia to get non-audit services. In exchange, audit firms, to which surveyed subjects
belong, get nominated by other audit firms in Saudi Arabia to provide non-audit
services to those firms’ audit clients. In contrary to such findings, results do not confirm
the existence of symbiosis among audit firms in Saudi Arabia for several reasons. First,
surveyed subjects do not agree that their audit clients were referred from other audit
firms. Second, surveyed subjects do not agree that their audit firms have a restricted list
of audit firms to which they refer their audit clients to get non-audit fees. That is, audit
firms, to which surveyed subjects belong, do not refer their audit clients to only audit
firms, for getting non-audit services, that they refer their own audit clients to them. The
study does not support regulating audit fees in Saudi Arabia. The study rather
encourages mandating disclosing audit fees and non-audit fees in the financial
statements along with the names of audit firms providing such services, especially if the
audit firm provides the type of non-audit services that regulations permits, namely Zakat
and tax services to their audit clients.

Keywords: competition, audit fees, non-audit fees, referring client.
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“...increasing competition amongst auditors and the growing importance to fee income of nonaudit work
has been identified as factors which may further erode this assumed
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Max 4y ol Lo g iley gl lag cdaalill sue eDlae (e 4ind Lo e Lglee
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Public Company _ulas 8 {Lacy Max Bazerman 4. (nje 9

:'"ouka Max Bazerman ,k Accounting Oversight Board

independence”
() Dl e et
Ethical Considerations Relating to Audit Fee Setting in the Context of Downward Fee = ¢ siaall aitudll -
;e International Ethics Standards Board for Accountants o= Y+ )1 sle Pressure
“The fact that one professional accountant in public practice may quote a fee lower than another is not in
itself unethical. However, the Code does caution that may be threats to compliance with the fundamental
principles arising from the level of fees quoted.”
oe sl (Code of Ethics) G3aY! Gl e (B section 240-80) 5&ll (sa (+)) il Gai (UK) baaiall dSledll i -
ICAEW Jhiss | ilail (G (s 518 Gaanslaall sgae
https://www.icaew.com/membership/regulations-standards-and-guidance/ethics/code-of- kil il Je #U)
;e (ethics-b/part-b-240-280

“0.1  When entering into negotiations regarding professional services, a professional accountant in
public practice may quote whatever fee is deemed appropriate. The fact that one professional accountant
in public practice may quote a fee lower than another is not in itself unethical. Nevertheless, there may be
threats to compliance with the fundamental principles arising from the level of fees quoted. For example,
a self-interest threat to professional competence and due care is created if the fee quoted is so low that it
may be difficult to perform the engagement in accordance with applicable technical and professional
standards for that price.”

(GUIDE TO CANADIAN INDEPENDENCE STANDARD ) aa! jall JMinl julaae ) 2SI a8 ) K -
https://cpamb.ca/docs/default-source/enews/guide-to-canadian-independence-standard- by )l e #i)
ole Gai o elld e final-10-18-2016.pdf?sfvrsn=6
“A member or firm may not provide an assurance service to a client for a fee that issignificantly lower
than market (“low ball”) unless the member or firm can demonstratethat all professional standards have
been met in performing the service, and that qualifiedmembers of the firm have been assigned to the
engagement and will devote the appropriatetime to it. [Rule 204.4(36)].”
of g &5 U (a5 et sae Jasd — Harvard daels 3 35,91 _Bazerman Max eliil deal jall 3 LY o seda 51T
138 & Jleel de sana 4l > AY) 4 Laiuy) laxalls daal jall ciladd wli n aeall a3 2002 Sarbanes-Oxley Act
¢tBazerman and Moore 2011 ¢Bazerman et al 2002 ¢Bazerman 2002 ¢Bazerman et al. 1997 ):g s sall
(Moore, Tetlock, Tanlu and Bazerman 2006
oe soke <l Ay htp://pcaobus.org/Rules/Rulemaking/Docket037/ps_Bazerman.pdf i il e L'
Bazerman s S3 L g ¢ (Max Bazerman g 55580 3 u deal 51 de gladll 028 jaas) PCAOB sbiac¥ 4eti i o
u= «Y V) (Bazerman and Moore Lsﬂ Q)@J:\ Q\J\,}Q\ oda (yudd u\ LQS) uay.a&.“ Jaa Lsﬂ .l:q\)j\ ‘_Ar_ CtLJ\ Atioall g,ﬁ
:(\"\ .
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Gl i) G iy ABNae el dglaal aabyall 258 Sl Salead) daxig alaia) oy =Y
@y aaldl) il o,V Adglae 8 d el Silsal) piagg lades LS5 A S5l
ceDlaall elin)) 8 aaball dag ygian
Oaaball ge e e ailad) (plaall acaje 205 43 Max Bazerman gy o
il sl Max Bazerman <y «Jo¥) Joadd) dahaias sleis caealyall o¥58 of 4l oo
(il glyny Laily - e 5t adlsny S o) U85 el (e 25kall 03a JS 2
e (53lg (S Lanhall (3l€a 2af 8155 Jae (211 7(Y 4V T) Brehmer salgd
o) Sarbanes—Oxley Act of 2002 5il8 o) (e cdius (¥0) 3aal dapucall Loulaall b
Qs sy <8 pma 58 Lai) (o) Vam (o cnnlyall diga Ll Qe 3l A (U
1 lghe aing <l (ra el )Y Alad ) o bias ddal dige =la) o 1alsis
Bliasl) agl (pas cpdl) Lx Y1 asf Thomas K. McCraw sic 3 Louis Brandeis
Mgl 3yl Jmdl ga sl s Gmyan o S el i 820
g plad] iy of ¥ AU jlgly) 8 Al sl s ¢a aailly (Y)Y (Brehmer)
a Jola Lo o oy Vamg (V)T el ladl) Cilasytilly (sl (e 23ally Aanlyal
LolasSa )38 aa¥) s Loy dute Al LW Ciladl) sy a3l (Y41 £) Clarke et al.
Clark e al. circay badss cudje Al aclsdl) auydiy cpifiy Syl 4aSoa Slehya)

“Consider the following two options aimed at achieving auditor independence:
1) Auditors are prohibited from establishing durable, long-term cooperative
partnerships with their clients, from providing non-audit services to their clients,
and from taking jobs with their clients.
2) After a variety of incentives that lead auditors to want to please their clients have been
institutionalized, a complex set of legislative and professional incentives are put in place in an attempt to
counteract the corrupting influences created by the auditors’ underlying desire to please their clients.
When I show these two options to executive audiences, they say that the formeroptionobviously makes
more sense than the latter. Yet, for decades, we have chosen thelatter; an illogical, politically motivated
arrangement.”
:(Y+)¥) Thomas Brehmer »83 L gai '
“...[auditors are] using their audit influence to win work, after which they audit their own work. It's easy
to see where this process might lead.”
[(http://www.freebase.com/m/065zjch & ) o) 4AS 3 Pultizer Prize in History 5 s U<l 51"
QU Gl sie S

Prophets of Regulation: Charles Francis Adams, Louis D. Brandeis,
James M. Landis, Alfred E. Kahn

‘Louis Brandeis ¢e & (Y+)¥) Thomas Brehmer » S5 b i '
“Supreme Court Justice Louis Brandeis said that sunshine is the best disinfectant.”
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¢Aaabd) Gl ol s apaas (YO Y a2 JEd) i o) @V e (Y000
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Uasye )L LeDIA (e A dxabal) sags eldl S Gl Jda 8 Laaseads (19
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«(Y*) ¢ Kindle Edition) Clarke and Dean oS3 L (ai'”
“Countervailing the pro-business forces and following the numerous crises, governments introduced
corporate governance pushes, more regulation of the traditional kind, and increased inept corporate
accounting and auditing regulation.”
e 508 Ay el 5 ab (5K s aleall 038 Jiay JiSh e slan S e Aingl) (25 o] 138 cilingd) 538 e alhae e caald)
w4t 5 5l 5 ) 3y e Gstailly S el 13a Jie oLl 8 Aggl Hlati a8 el slaall (el 5 ain 5 551 5 Lin 51 555 e Jalaill
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