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Abstract

This study aimed at identifying the relationship between the internal control elements
according to the, which are control environment, risk assessment, control activities,
information and communication, control and accuracy, and the quality of financial reports
considering their dimensions of relevance and honest representation. The study aimed at
evaluating the effectiveness of these elements in the banks operating in the Gaza Strip.

In order to achieve these objectives, the study relied on primary and secondary data.
The researcher designed a questionnaire that is appropriate to the subject and objectives of
the study, where 88 questionnaire forms were distributed to the employees in bank
supervisory positions who were able to evaluate the internal control elements. These
employees are the managers, heads of departments, the internal auditor, and the external
auditors of the targeted banks. The researcher retrieved 78 questionnaires, which represents
a return rate of 97.5%. The study used the descriptive analysis method to describe and
analyze the study variables.

The results of the study showed that there is a statistically significant relationship
between internal control elements and the quality of financial reports of the banks operating
in the Gaza Strip. The study also showed a high score of the internal controls and the quality
of the financial reports. This was due to the interest of the investigated banks management in
assuring existence of a sound regulatory environment that promotes productivity, an
organizational structure that clearly defines authorities and responsibilities, the management
experience in assessing, analyzing, and facing risks, the full protection of programs,
electronic files and assets, and the strength of programs in communicating information to all
internal and external parties, and the control powers granted to the workers to access all the
needed records to evaluate the control system and report any defects to the concerned
authorities in order to develop the system and improve its effectiveness. The study findings
confirmed the importance of financial reporting to provide users with all the necessary
information to make decisions in a timely manner, in addition to the completeness and
validity of the information included in those reports in terms of their representation of
reality. The study concluded with a number of recommendations. This included the need to
strengthen the internal control elements through the provision of highly-qualified staff based
on efficiency and professionalism in the selection of employees. There is a need to consult
the control committees in the case of any change, and to get them involved in determining
appropriate control procedures in the event of developing bank services to face any risks.
The study also recommends the use of proper information systems that make the require
data available in timely manner, and to activate the required channels of communication
with external and internal parties. There is also a need for the availability of professional
control standards to assess the performance of the bank without any bias in the preparation
of financial reports as well as proposing the required development plans of human resources
through training courses, seminars, and professional training certification.

Keywords: Internal Control Elements, Quality of Financial Reports, Palestinian
Banks, the Gaza Strip.
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21.304, P-Value=0.000, Adjusted R2 = 0.569
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Y = 1.013 +0.088X; -0.241 X, + 0.276X5 + 0.584X, + 0.065Xs , F=
12.288 , P-Value= 0.000 , Adjusted R* = 0.423
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Y = 0.889 -0.002X; -0.067 X, + 0.183X; + 0.640 X, +0.035Xs , F=
19.058, P-Value= 0.000 , Adjusted R? = 0.540
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o il Anudl cund) i< of cpi Beta asee 8 8352540l Standardization
L) Ly e LGB, Beta =.662 il caaly Cus Jlai¥ls closbead) sa ol il
R* =0.540 (Lpeitill) Jaall 3aail) Jalae de ity LS (Beta = 0.002 4o cialy Cua
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i) chariall L Ll €0.05 e U8 525 0.000 usiall 12gd dullaal daidll of o
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0.05 o ST a5 0.433 (ssls pslaall paead Alan¥) Al o LS ¢1.99
Ofisaaall Clils) Clhagie Gy Ba)8 2525 pae (o Lae il s ale
g Uss 5 Alalall Cijliadll 3 Bl ol 5agn 5 Adalal) LY sealic o AD)) s
-(0,05) Lisien (S5ine die Luiall N i B
O Al Jsn Oisaall lila) llsia G Aol t L) @il (4.29) s
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0.438 4.183 11 |
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