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Abstract
Subject:Eyaluation of Internal Control over the Direct
credit Facilities of the Jordanian commercial Banks

By . pawood Moh'd AL-Adgham
Advisor: bpr. Ahmad Daher

This study was undertaken to evaluate the effectiveness
of internal control systems (ICS) over the direct credit
facilities (DCF) ({overdraft accounts, dilscounted bﬁlls,
advances and loans) in Jordanian commercial bgnks (JCB), as
those facilities are considered to be the riskiest use of
funde in a bank. Hence, safety of the financial position of
commercial banks greatly depends on thdse facilities.

siﬁce the banking system in Jordan .has recently
witnessedla growing number of bad loans and debtors who are
unable to meet theilr obligations, and ag these problems can
and do lead to the bank's faillure and possible
bankruptcy.... and as Jordan has recently witnessed the
fatlure of two large commercial banks {Petra Bank, Bank of
credit and Commerce Int. (BCCI)), and due to the lack of
previous studies dealing with this 1ssue in Jordan, I
decided to undertake this research. iTT"['{ﬂ

The data was obtailned from five Jordaniah commercial
banks {Arab Bank, Amman-Cairo Bank, Bank of Jordan, National
Bank, and Jordan-Kuwalt Bank) through the distribution of
two questionnaires. The first questionnalre was distributed

to {100) credit officers, and the second one was glven to
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(80) internal auditors at those banks. The researcher
recieved (74} responses and (63) responses for the first and
the gecond questionnaires at respond ratios of (74%) and

(768.8%} respectively.

The data was analysed using the following statistical
methods: frequencey distribution, ralative fregquency
distribution, mean, mode, standard deviation, coefficient of
variation, average use percentages {(average responge X
100}/ (maximum response (5)), and the Chi-Square test for

e |

more than (3) sahples.

The conclusions of this study were as follows:

1- Generally, the study shows that the effectiveness of
(ICS) over the (DCF) 1in (JCB) 1is good at a use
percentage {(degree of effectivenesa) of (86%),

2- The accounting controls are slightly more effactive
than the administrative controls at {JCB) as the use
percentages were (89.8%)} and (84.8%) respectively .

3~ (JcB) differ among’ themselves in the degree of
effectiveness for the (ICS) over the (DCF) at a (99.9%)
degree of confidence.

- Finally , the commercial banks suffer from a slight
weakness in the effectiveness of internal cpntrol over

the (DCF).
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