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Abstract:.-

The internal audit function is considered one of the most important
functions among the companies. It has an effect on designing, developing
the internal control system, measuring the competence of using the
resources and supporting the corporate governance. It contributes in
evaluating, measuring and securing from risks.

On the other hand it helps in measuring and evaluating competence and
efficiency of performance which reinforce the companies' so as to enhance
the opportunity of the corporation in the best usage for the available
resources in order to reach the total quality and stand against competition.

This study aimed at clarifying the role of internal auditing function in
controlling the financial and managerial performance at the Palestinian
public Corporation.

To achieve these objectives a questionnaire has been designed

depending on theoretical and previous studies. The questionnaire consisted
of (7) parts distributed to public Listed Companies in Palestine Securities
Exchange (PSE). The questionnaires were (36) the replied questionnaires
were (31), which represent (86%). The researcher used the statistical
program package in social sciences (SPSS) for analyzing the data .
The most important findings that the internal audit units exercise a good
role in controlling the financial and Managerial performance and
contribute in support corporate governance through its role in evaluating
the internal control system, and evaluate and enhance Risk management
and measuring efficiency effectiveness of its performance, and there is a
great relationship between role of the internal auditor in evaluating and
strengthen the risk management and controlling the Managerial and
financial performance in the public corporations.

The researcher introduces a set of recommendations, the most important
are, The necessity of providing the internal auditing department with
sufficient financial and human resources in the Palestinian public
corporations and The necessity of setting up a training courses for internal
auditors to get a sufficient knowledge about the internal auditing standards
issued by the Institute of Internal auditors (IIA). It must be applied
gradually in the Palestinian public Corporation and the necessity of
separation the internal auditing section from the Financial department and
followed to the audit committee or High Management in order to enable
the internal auditor to measure the efficiency and effectiveness and
evaluating the performance and the internal auditor must introduce a
periodically report to Management council and audit committee about if
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the corporation is complied with legislations and laws that organizing its
activities , the appointment and displace the manager of internal auditing
and his financial treatment be a decree from management council after an
approval from audit committee.
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and governance processes". (IIA, 2004)
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Standard — A professional pronouncement promulgated
by the Internal Auditing Standards Board that delineates
the requirements for performing a broad range of internal

audit activities, and for evaluating internal audit
performance. (11A, 2004,P8).
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"The link between the people who provide the capital (the
shareholders) and the people who use the capital to create
value (the managers). This means that boards are the overlap
between the small, powerful group that runs the company and a
huge, diftuse, and relatively powerless group that simply wants
the company run well".
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A process, effected by an entity’s board of directors,
management and other personnel, designed to provide
reasonable assurance regarding the achievement of objectives
in the following categories:
e FEffectiveness and efficiency of operations
e Reliability of financial reporting

e Compliance with applicable laws and regulations.’

(Committee of Sponsoring Organizations COSO of the Treadway Commission
1992, p.9)

www.manaraa.com



wuls process il a LRI ) o Y 7 sa s COSO Gy yad iy
5 Y] Gadaa (3 t_c‘ggcmbﬂh}wuwu\}wumm}xmusuu
Js—asl Jsa Jsine Oaalia 3 oY) 5 5 Cangn g o AV opS il 5 3,80 519
Ol 58l 5 laaleilly o 5N g A llall U] AaiDla 5 33 g 5 Cilaland) Adlad g 3018 )
Joina 2Kl a6 g 200 Gl LUt e Cangdl o il eaia sy LS cilalad
I8 e b ga el o) o a geads ke 1aSl il s reasonable assurance
C_U.au\c.dm_m‘;;\.\l\ mﬂmkjaﬁjm\‘;\gﬁyy\u}umﬁ&m\
A<, 3 caelaidd Akl dous <o) WS 4 aal o 88 Y Cua A giaal) o328 daud (e

oSl O Ledlaal s o

— el 220 A0 (ITA) ) B85 sene e 38 clgia JS Siadia
Control — Any action taken by management, the board, and

other parties to manage risk and increase the likelihood that
established objectives and goals will be achieved.
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Control Environment — The attitude and actions of the
board and management regarding the significance of control
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within the organization. The control environment provides
the discipline and structure for the achievement of the
primary objectives of the system of internal control.
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(Integrity and ethical values ) i@ay) dll ; dal 30 o
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style)
-(Organizational structure) bl Jel o

(Assignment of authority and «llg ol g lad il ays & @
.responsibility)
(Human resource policies and 4, &l 2 5 ol cl s jlans il @
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Control Processes — The policies, procedures, and
activities that are part of a control framework, designed to
ensure that risks are contained within the risk tolerances
established by the risk management process.
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"A process to identify assesses, manage, and control potential
events or situations, to provide reasonable assurance regarding the
achievement of the organization’s objectives." (IIA, 2004, P28).
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"The internal audit activity should assist the organization by

identifying and evaluating significant exposures to risk and

contributing to the improvement of risk management and control
systems." (I1A,2004,P16).
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= D. Bailey, Andrew and Gramling, Audrey and Ramamoorti, Sridhar
(2004), "RESEARCH OPPORTUNITIES IN INTERNAL

AUDITING". The Institute of Internal Auditors Research Foundation,
Altamonte Springs, Florida : -

e Ramamoorti, Sridhar, CH.1"INTERNAL AUDITING:
HISTORY, EVOLUTION, AND PROSPECTS" p1-23.

e Hermanson, Dana and Rittenberg, Larry CH.2 " INTERNAL
AUDIT AND ORGANIZATIONAL GOVERNANCE" "p25-71.

e Ruud, Flemming , CH. 3 " THE INTERNAL AUDIT
FUNCTION: AN INTEGRAL PART OF ORGANIZATIONAL
GOVERNANCE " . p73-96.
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e Anderson, Urton , CH. 4 " ASSURANCE AND CONSULTING
SERVICES ". p79-129.

e R. Kinney, Wiliam , CH. 5 " AUDITING RISK
ASSESSMENT AND RISK MANAGEMENT PROCESSES " p
131-170 .

e F. Prawitt , Douglas CH.6 " MANAGING THE INTERNAL
AUDIT FUNCTION" p171-228

e Mutchler , Jane CH.7 " INDEPENDENCE AND
OBJECTIVITY: A FRAMEWORK FOR RESEARCH
OPPORTUNITIES IN INTERNAL AUDITING " p 231-268.

e Lemon, Morley and Tatum, Kay. CH.8§ " INTERNAL
AUDITING’S SYSTEMATIC, DISCIPLINED PROCESS " p
269-300.

e Ramamoorti , Sridhar and Weidenmier , Marcia CH.9 " THE
PERVASIVE IMPACT OF INFORMATION TECHNOLOGY
ON INTERNAL AUDITING " p 301-377 .

= Moller , Robert ""Sarbanes-Oxley and the New Internal Audit Roles"
(2004) John Wiley and Sons.

= Pickett, K. H. Spencer , "" The Internal Auditor at Work "' (2004) John
Wiley and Sons.

2- Journals and Periodicals :

= Allegrini, Marco. And D’Onza, Giuseppe ." Internal Auditing and
Risk Assessment in Large Italian Companies: an Empirical Survey ",
International Journal of Auditing, No. 7, 2003, pp 191-208.

= Al-Twaijry , Abdulrahman A.M . And Brierley, John A, Gwilliam. And
David R, ""An examination of the relationship between internal and

external audit in the Saudi Arabian corporate sector'’, Managerial
Auditing Journal Vol. 19 No. 7, 2004 pp. 929-944.

» Arena, Marika and Arnaboldi, Michela and Azzone, Giovanni
Internal audit in Italian organizations: A multiple case study "
Managerial Auditing Journal. Vol. (21) No. (3) 2006 pp. 275-292.
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Blue Ribbon Committee (BRC). (1999). Report and recommendations
of the Blue Ribbon Committee on improving the effectiveness of
corporate audit committee. New Y ork.

Dittenhofer, Moet, (2001), " Internal auditing effectiveness: an
expansion of present methods ", Managerial Auditing Journal. Vol.
(16) No. (8) 2001 pp. 443-450.

Felix, W.L. Jr, Gramling, A.A. and Maletta, M.J. (2001), “The
contribution of internal audit as a determinant of external audit fees
and factors influencing this contribution”, Journal of Accounting
Research, Vol. 39 No. 3, pp. 513-534.

Ignace , De Beelde and Gerrit, Sarens "Internal auditors’ perception
about their role in risk management - A comparison between US and
Belgian companies" Managerial Auditing Journal. Vol. (21) No. (1)
2006 pp.63-80.

Institute of Internal Auditors 1IA (2002), Practice Advisory 2060-2:
Relationship with the Audit Committee, December 3, 2002.

Institute of Internal Auditors IIA, 2004," Code of Ethics and Standards
for The Professional Practice of Internal Auditing", available at:
http://www.theiia.org/ .

Institute of Internal Auditors IIA, 2005,a" IIA Position Paper on
Resourcing Alternatives for the Internal Audit Function ", available
at: http://www.theiia.org/ .

Institute of Internal Auditors IIA, 2005,b" Practical Considerations
Regarding Internal Auditing Expressing an Opinion on Internal
Control "', available at: http://www.theiia.org/ .

Institute of Internal Auditors I1A, The Chicago Chapter, Martin Bariff
IIA, 2003," Internal Audit Independence and Corporate Governance'',
available at: http://www.theiia.org/ .

KPMG “Corporate governance in Europe: survey’ <2002/2001
available at: www.kpmg.com.

KPMG "New Strategy and best Practice in Internal Audit- An
emerging model for building organizational value focusing on risk"

,2000 , available at: www.kpmg.com.
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* Leung , Dr Philomena" The Role of Internal Audit in Corporate
Governance and  Management in  Australia "2003
http://www.iia.org.au/ % s i<l 4,

= O'Regan, David," Genesis of a profession: towards professional status
for internal auditing "Managerial Auditing Journal. Vol. (16) No. (4)
2001 pp. 215-226.

» Rezaee , Zabihollah ,(1996) "Improving the quality of internal audit
functions through total quality management" , Managerial Auditing
Journal, Vol. (11) No. (1) 1996 " p 30-34.

= Selim, G. and McNamee, D. "Risk management and internal
auditing: what are the essential building blocks for a successful
paradigm change "International Journal of Auditing <Vol. 3 No. 2,
2001, pp. 55-147.

= Spira, Laura and Page, Michal, ""Risk management - The reinvention
of internal control and the changing role of internal audit"
Accounting, Auditing & Accountability Journal. Vol. (16) No. (4) 2003
pp.640-661.

= Stewart, Jenny Goodwin and Kent, Pamela " The use of internal audit
by Australian companies" Managerial Auditing Journal. Vol. (21) No.
(1) 2006 pp. 81-101.

* Vinten, Gerald, (2004) "The future of UK internal audit education -
Secularization and submergence?" Managerial Auditing Journal, Vol.
(19) No. (5) 2004 pp. 580-596.

3- Laws and Reports :

= Acfe, 2006, "Report to the Nation on Occupational Fraud & Abuse"
Association of  Certified Fraud Examiners, available at:
www.acfe.com/documents/2006-rttn.pdf .

= Basle Committee on Banking Supervision (Basle) " Framework for
Internal Control Systems in Banking Organizations " September
1998.

= Cadbury Report (1992), "Report of the Committee on the Financial
Aspects of Corporate Governance ", Gee & Co, London.
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= Committee of Sponsoring Organizations of the Treadway Commission
(COSO) (1992)" Internal Control - Integrated Framework" , available
at: http://www.theiia.org/

* [nstitute of Chartered Accountants of England and Wales (ICAEW)
(1999) Turnbull Report, available at: www.icaew.co.uk.

= Sarbanes Oxley Act (2002), 170th Congress of the United States of

America, at the Second Session, 23rd of January .2002. Government
Printing Office, Washington, DC
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