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Abstract

This research instigated the problem of factors determining the position of the
external auditor towards the acts of the management of the firm to consider what is
appropriate to fit its own selection of alternative accounting policies, provided by
international accounting standards. Such alternatives, however, might well be used by
the management to effect the misstatement of its financial information, in order to
acquire private gains on the account of the financial information users. As a matter of
fact, such position would render the external auditor responsible for the
demonstration of neutral position towards these practices. Based on these facts, the
research problem is represented in following main research question: What are the
factors affecting the position of the external auditor towards the selection of the
management of alternative accounting policies in the accounting and auditing
environment in the Republic of Yemen?

The research aimed to study the factors determining the position of the external
auditor and examine the effect of these factors on the position of the auditor towards
the management practices and its selection of alternative accounting policies with a
view to effecting the misstatement of the financial reports' information in the business
environment in the Republic of Yemen. The research also aimed to analyze and study
the correlation between the alternative accounting policies and the management
earnings as well as the motives of the management towards the utilization of
alternative accounting and the implications arising therefrom. The research further
aimed to determine the responsibility of the external auditor towards these practices
and his role to remove any misstatement of financial information made by the
management using the accounting alternatives.

To effect the field study numeral research methods have been used, and a
questionnaire form has been designed particularly to collect the primary data, which
then distributed to the targeted research sample mainly represented in the category of
the chartered auditors in audit firms for whom an authorized licenses for the year
20016, have been issued to pursue their business. The questionnaire was also
distributed to the category of the auditors working at the Central Bureau for Control
and Accounting. This is in addition to the category of the academicians in the
accounting sections at government universities in Yemen. To effect the analysis of
the research data as well as the process of testing the hypotheses, numeral statistical
tests available at the Statistical Package for the Social Sciences program (SPSS) have
been performed.

The research, on the other hand, has reached a number of findings, including the
following: There is a positive effect that is statistically significant between the
commitment of the external auditor to the code of conduct and ethics and his position
towards the selection of the management of alternative accounting policies. There is a
positive effect that is statistically significant between the commitment of the external
auditor to the standards and accounting legislations and his position towards the
selection of the management of alternative accounting policies. There is a positive
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effect that is statistically significant between the period of the engagement of the
external auditor to provide audit services to the client and his position towards the
selection of the management of alternative accounting policies. There is a negative
effect that is statistically significant between the provision of the external auditor for
services other than audit to the audit firm in question and his position towards the
selection of the management of alternative accounting policies. There is a positive
effect that is statistically significant between the size of the audit firm and the
position of the external auditor towards the selection of the management of
alternative accounting policies. There is a negative effect that is statistically
significant between the fees of the audit process and the position of the external
auditor towards the selection of the management of alternative accounting policies.
There is a positive effect that is statistically significant between the appreciation of
the external auditor for his legal and professional responsibility and his position
towards the selection of the management of alternative accounting policies.

Based on the referred to above research findings, the research concluded with
the following: The research recommended increasing more efforts locally and
internationally from the part of the bodies concerned with the organization of
accountancy and audit profession to enact laws and regulations for the utilization of
alternatives accounting policies and having the management been restricted upon
using such alternatives. The research recommended having the commitment from the
part of the management of the firm in audit question to what has been confirmed by
the international accounting and auditing standards as to disclosure for change made
to the accounting policies and the effect of the same on the financial statements
information. The research recommended the bodies concerned with the profession to
lay down such local professional standards and code of ethics and conduct as
appropriate for the environment of practicing the accountancy and auditing
profession in the Republic of Yemen, in such a manner as to give competency for
these standards to organize the profession and its practice under the cover of a legal
framework that protects those who are affiliated to the same and guarantees their
rights. The research recommended the bodies concerned with the audit profession in
the Republic of Yemen, to lay down such guaranteed regulations as to organize the
provision of the external auditor for services other than audit services. The research
recommended laying down such effective standards in respect to the audit fees in
consideration of the provision of audit services for clients, in a manner that
guarantees exerting professional due care from the part of the auditors and organize
the relationship between the auditors in respect of using the fees as a means of
competition and obtaining more clients, in a way that threatens the performance of
the audit function in accordance with prevailing technical and professional standards.
The research recommended activating the role of the association of the Yemeni
chartered accountants in a more effective manner, through the activation of the
professional responsibility of the auditor as well as the enforcement of the relevant
penalties against whoever proved as having been involved in causing harm to those
who are benefiting from the audit services.
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