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Table 4 .2. Institutional oversight of SOEs in the MENA region 

Algeria 

Bahrain 

Egypt 

Iraq 

Jordan 

Saudi Arab ia 

Kuwait 

Lebanon 

Libya 

Morocco 

Oman 

Qatar 

Syria 

Tunisia 

United Arab Emirates 

Yemen 

State Audit Institution 

Court of Accounts 

National Audit Court 

Central Auditing Organisation 

Board of Supreme Aud it 

Audit Bureau 

General Auditing Bureau 

State Audit Bureau 

Audit Court 

Audit Court 

Court of Auditors 

State Audit and Administrative Institution 

State Aud it Bureau 

Central Organisation of Rnancial Control 

Court of Accounts 

State Audit Institutions (at the emirate level) 

Anti -corruption commission/entity I 

Central Office Dealing With Corruption 

NIA 
Transparency and Integrity Committee 

Ant i-co rruption Commission 

Anti-Corruption Commission 

National Ant i-Corruption Commission 

Authority for Integrity 

Lebanese Transparency Association 

N/A 

Central Authori ty fo r the Prevention of Corruption 

N/A 

Administrative Control and Transparency Authority 

N/A 

Anti-Corruption Commission 

NIA 

Central Organisation for Control and Auditing Supreme National Authority for Combating 
Corruption 

(OECD, Y•H") :~ 

Table 20. Highlights of national practices for state audits of SOEs and the ir risk management systems 

Count 
Argentina 

Description of audit practices 
Argentina has II control agencies. established by Law No. 24.156. The firsi 1s the Comptroller General's Office. the Sin<lica lura 
General de la Naci6n (SIGEN). SIGEN attends (bul does not vote) in board meetings, shareholders' meetings and meetings of 
the audit commi\lee. SIGEN also coordinates SOEs' internal audit functions. The secor'Kl is the General Audit Office (AGN) under 
the National Congress. The AGN's responsibilities include undertaking financial. accounting. and management audits of SOEs. 
All SOEs are audited by two specialized public institutions: the CGU, and the Federal Court of Accounts. The CGU pro~ 
SOEs' inlemal audit fuoctions with a risk matrix to guide audit planning (as required under CGPAR Resoluoons 2 and 3).This 
audit planning is approved by the Board with a summary description of the risks attached to each audited item. The risk matrix 
evalua tes the probability and impael of risks on fvms' objectives. 
The Stale Audit oversees the appointment of accountants for most SOEs and holds regular meetings with 111ese accountants to 
discuss the enterprises' financial position. If the State Aud,t believes that risk 1s existent. then it is reported in the State Audit's 
rl\llOr:1.0n Jhe Slate Accounl The Slate Audit also issues various reports on risk management confronted by the Sta te . In recent 

__ a._ ______ .r::Ye:..:::a~rs:,..:, e:::x=am pies o' :ruci\" _ris_k_s h_a_ve_i __ rt-'re"'as~1.,"'"a _______ _______________ _ 

(OECD ,Y•lA) :~ 

, 

I 
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Bhutan 

India 

Table I . Accounting and audit standards applicable to SO Es 

Accounting standards External audit State audit Internal audit 

Bhutanese Accounang lndepeodenl 8ldemal aid Royal Audit Aulhortty or Bllullln Internal audll function mandatei:1 by 
standards, 11l)Ortedly mandated by both the under1akes bolli audits on the use or DHI corporats govemance code, 
based on IFRS. CoOl)lllies M. and the DHI poollc resources and amual audits ol which requires that It report 1o the 

a>!J)OOlle governance code. SOEs' ftnandat statements. It board or Its audit colMlltlee. In 
Exlemal aldlc( supervises the wOl1t ol extemal practice, the boards or most DHI 
seleded='seleded='selecled" audllors. SOEs have a standing audit · 
by AGM upon recommenda!ion committee. 
al the slate audk office. 

Indian Accounting No Independent eX1emal audit SOEs' financial slatements are audited All SOEs are required to establish a 
Standards. reportedly mandated. by statutory auditors appointed by the Vigilance Department overseen by a 
based on IFRS. Comptroller and Auditor General of Central Vigilance ~r who reports 

India. In addition to financial audit. the to the Central Vigilance Commission 
GAG also conducts ad hoc "propriety" of the central 9ove1Tl'Tl8nl. 
audits . 

Figure 3. F:~terual or state audit of SO Es' nnondal stotements In surveyed countries 

O External audit ol financial statements mandated or undertaken for most large SOEs 
ll.11 State auditor undenakes audit or SOEs' financial statements 

v 

(OECD 'r,w) :~ 
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" Transparency Guideline (ART. Vil ) 
" Law on State and Municipal Enterprises 
YA Supreme Court of Lithuania 
" Governance C,oordination Centre 
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According to information provided by the GCC. six SOEs have not changed their external auditor in 

the last seven years and 18 SO Es have changed their external auditor only once during this period . The 
proress1011al1srn of SOE"s'c.xlernal auditors was called 11110 question by the GCC' \v'ncntwo important 
bnnks in Lithuania went bankrupt in 20 l 1-12. This led to significant losses for a number of SO Es with 
deposits in those banks. which were purportedly not adequately accounted for in their annual financial 
statements ( Box 13 ). 

(OECD, r.,~) :~ 

J!j,1 

is=J,.) 1.54,:S' ~ ~ ~ y.L> J~ (~.jy. JS" ,s-' y.L> 01..o ). ... ) ""· ~ i H J I)~ &WH~ ol~) ·~jy. J.) 

-' ..i..i~<..r" o..L;:,-oli .r-1.j, ,J..i.jy. Jly,L.9 is-' y.L> 1,),:, • .) 1.5l.:u:I .J...S i..s" ~I) ()A oµi.5 ~ IJ .),:> J, )j -' ...::.......,\ 

f' j'i ~ y.L> ~ ..1.9l..9 is-' y.L> J~t.) 1.5l.:u:I Loi !..i..i.) J i..s" ...,...~ ~i>-! >~~>_, \"\ ()A oµiS .h-,,; 

jl !.) )..i..i .) ,::,-' ~4 ~ ' ~ o.S i.S .?-!..) ~ '.) is-' y.L> .)4,; ' ~ ~ '.) i.S 4,:5'.,,:, is-' y.L> i.S l r. 

X..:.S yG..::.il ~ ,-.a> ~ is-' r,L> ..::.,1.........., ~ ~ ) I; .) ,:> l...r' r,L> )<µ!i~ ~cµ ~ _,.) 1.54,:5'.,,:, ~ , _,J 1.f..1 

<.S~.r' ly..j ...::.......,! o.)r,i ~ ~ j,;:-i ~,; 0-!.I Loi ! . .)r.J l"~I ~J.) ~ ...s-'Y.L> )S ~ .l;GJ ~ J.sl~ L; 

I; <.SI"-';.. , ftf> ~ ..::..-A ~I_,,..:, ~lJ )ii .) ;,-. IJ' y.1.....:, ~I &f 4:1:-,; wJ~ J ._;Lt.. ~)o jl ,Jtjy. ;.) ~.r) 

i.:.,.-tl ,oJ......T ~.) ~ ~ .~ i.r ~I,>;.) <.S,;...S ~.;Jl~ '5 ~ i.r yt.;.:.;I i.r.1'!1.....:, ;IS <.Sl.,:rl <.Sly. 

.~I w..!t )~..).> IJ'.lf-> J>li:..,I ~ J o.)y! .);,>y. ~ &f ~ JobJ &f ;IS <.Sl.,:rl ~ '5 ~I 

In Brazil. all SOEs are encouraged to 
undertake external audits by private finns . but it is not yet obligatory. A recent proposed resolution by 
CGPAR would make this obligatory. and would seek to allow auditors to be selected based on criteria 
other than cost. Currently. independent external auditors arc frequent ly selec ted through a public 
procurement process that docs not necessarily consider the relevance of technica 1 qua I ificati.on 

6-i~ ~ is-' y.L> 01..o) ..... o.S o~ 1:J.) ~Y' ~l 'l.S"'-' J 01)..1..,>L> ~~ k..,,; o~ ~ iJ, )J , • ~ ).) 

,..::......,I o..J..:;..j ./~ ~ ~ 6-9~ .),::,-_, )~ ) ~I_}; ~.) Loi . ..::......,I ~b ~G,. 6-9~ ~ 1$-G.::..il 

~ ;.) is=J,..) 1.54,:.5' _r.::, ~ y.L> is-' J.J'I ~ ~ _,JI.A.;;;~ is-' r,L> 01..o jl... o.S ...::.......,! ~Ir' J.) 0-!.I 

j1 ~ . •0::->, o.S ...::.....,I o.) _? o) l:. I O'°Y' If.. I ~ .) ,:> &4µ:u o.aJ~ \Co <1AJ:l.lO )..) ,s-' y.L> W Lo j L, . ...::.......,! <I.:.> b _x 

~ ~ ~_,.) 1.54,:S'.,,:, is-' y.L> o j,=> J.) 1.510.) ;..J ..::..Wlh.o .~ ~Lo j 1.51.ibo J-'.) J.) aS ..::........,! 1$.-1.ib ;~ 

"· Federal Court of Accounts (TCU) 
n National Congress 
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(r-1 uJ )} ~).7- .))}"'~~Lb).) ~ ;P ).) o...l..::,l"~\ 1.5~,}. ~.l::..i ~I J.).)' ...::........! 0.)),1 

, ..J.....:.A>.)1.5'° ~ ~_3.) 1.54;:S' ~ \) ).)~ Jl;.31 <...r ):f. ).) 0...1...::,ci .r.~ 1.54;:S' ~ ) ~ ~fa ~ ;.) ~ ..::........,! 
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.b.....,i .~lo..>...;;,.,i [;.) )b~ JI;,! <...r ):f. ).) ~ ~_3.) 1.5~ r' .3 ~ ~_3.) ..>...c ).) , • • ~ IS-~ r' •Q4 ;,,:.S ;.)11 
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~t.; .~W (~~ ~ 0L....r!L>) ~ ....r.r.L> yG.:.;I ~ l"l..1.9l ...i..;.il,;I.S'° ;b~ Jl;,1 ....r;:f. ;.) 0...1...::, cir.~ 

4 .i..-.,,,Lli..o J.) ;b~ Jl;.31 <...r J~ )..) o...1..::, ci .r.~ ~_3.) 1.5~ r' ~ ~.)1.5'° 0\..:;.; ~ ;,-;$ ).) o..\..oi ~ ~ 1.5~ ).7-

<...r ..r!L.:,.. 01~ 4--! I; .~ILJ.H ru Cl .~ &W).lu.u.o oUJ.JJ.).)~ •;b~ Jl;.31 ....r;~ ;.) o...l..::, ci ..r!.~ ~'.) .r-i, 1.5~ r' 

I; I.S""""'..r!L> ..:..,Lo..G- .3 ~Jb 1.5~{ o)~l .~1~ ..:..,L..,.?'° ~ ~ ..:..,L..,.?'° ~I .x...:.51.5'° yl;;.:;_;l .)y-~ 

~ ~.r.L> ..:..,L..,;,o 0R. ~ ..::.........101.l -s-G.:.;I ~ ~')'.) ~) .~WI.S'° aj\) 1.5}~4 ~ 4 ~l.l° ~ 

~ '· c.::..........,\ .)~ • l, .. ... °'---' , ,-.)La:;jj\ ..bGJ d..J .~ ·<:- .. (" II . I\· l-:> ..:..,L..,• l, <1......JLli..o .) ' J--'l.S""° . , ~ u-r--° . '-" . ~'t" ~~ ~..r! 9-" . • ; 

..:.....o,Lli..o ..:..,;..i.jj ·r3~4 0L....r!L> .~W .GI) n J~ ._;,)} ,.),_.;. ;~L:, 1.51..r! ~ x...:.51.5'° ~Ir'~ 

"~ .. , .) , . .. (" :. l'.. , __ L......b ~ b .. 1.) I . .. < .', I .) .. ... · .. (.$"", lS'r' r Cr.-" ... , ; (.$"", lS'r' r ..r! r.; i.s~ 

:.),.::,1.5'° o ;L:.I ~ j 0-!.I ;.) ~Lb .) Jr' ~ ) ~ ~ .r.i ;.) 

This thesis exnmines the evidence on the choice of external audit finns by Chinese listed 

companies. Nearly half of the listed companies arc state-owned in China. These 

state-owned enterprises (SOEs) arc not only in the position of maximizing the company 

value. but also providing job opportunity and social stability. On the other hand, high 

quality auditors have stronger resistant power over these national shareholders. The~. 

state-owned companies demand less high qua lity audits compared to the non-state-owned 

companies. 

(T'·\r' .~4) :~ 

Chan et al. (2006) find that local auditors have greater 
eeoAoFRis depend,mse on losal slients and leRd to iss1;1e sleaR auditor opiRioAs to eoFRpanies owned ey 
loeal ge¥ernmet'll. Hence, I further examine whether audit firms with operations in the same provincial 
region as their clients will tend to follow the management decision on asset impairment to keep their listed 
clients. 

n National Audit Office of China 
"' Clean Report 
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