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ABSTRACT

Audit committees serve many important functions, including giving advice to 

directors on legal responsibilities, strengthening the independence of auditors and 

non-executive directors, and increasing public confidence in the credibility and 

objectivity of published financial statements (Guthrie and Turnbull, 1995). The audit 

committee is anticipated to ensure that the firm has sufficient internal controls, proper 

accounting policies, and independent external auditors that will prevent the incidence 

of fraud and promote high quality and timely financial statements. The audit 

committee’s existence is predicted to influence the firm size, leverage, cash and 

management expenses. Audit Committee is important to life insurance firms since 

they can gain an insight on how important audit committee is to be established in a 

firm and how the types of their audit committee can influence their firm’s specific 

characteristics and thus this can improve the financial and management aspect of 

their firms. The variables of cash and management expenses are significant in 

relation to audit committee. The existence of types audit committee will increase the 

amount of cash in flows of the life insurance firms. This is true when the existence of 

an audit committee, is said to improve financial statements’ credibility and reliability 

through providing assurance on the objectivity of financial statements to 

shareholders. Whereas the existence of audit committee also will increase the 

management expenses since the firm has to pay a lot of expenses such as the 

management fees, and shareholders fees. The variables of firm size and leverage 

were not statistically significant. Audit committee plays no significant role on growth 

of firm size as well as growth of firm’s leverage. Therefore, the growth of size and 

leverage of firms does not depend on audit committee in a firm.
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