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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



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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Standard — A professional pronouncement promulgated
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"The functional reporting line for the internal audit function is the
ultimate source of its independence and authority. As such, The IIA
recommends that the CAE report functionally to the audit committee,
board of directors, or other appropriate governing authority."(IIA,
2003, P4).
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'It is essential that heads of internal audit should have

unrestricted access to the chairman of the audit committee in order

to ensure the independence of their position" (4.39 3 j& s ) .
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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)
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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



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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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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Blue Ribbon Committee (BRC). (1999). Report and recommendations
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2001 pp. 215-226.
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