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Abstract:

To achieve the objectives of the study, a questionnaire was designed to
gather preliminary data on the extent of the application of the internal
control in the companies surveyed in this study.

The sample of this study consists of (40) companies publicly listed on
the Palestine Exchange during the year (2013). One Sample T-test and
multiple regression analysis were used to test the research hypotheses.

The study found that the application of the internal control systems in
the public shareholding companies in Palestine is consistent with the
integrated internal control framework (COSO). The study also show that
74.8% of the companies in this study are highly consistence with
COSO's internal control framework. In addition, the results showed
significant  relationship between the application of the internal control
components according to the framework (COSO) and the financial
performance indicators of the companies, which include return on assets,
return on equity and return on sales. However, the study found no statistical
relationship between the application of the internal control components in
accordance with framework (COSO) and the firm value assist by Tobin's Q
indicator and the ratio of market to book value per share.

Based on these results, the study offers some recommendations. First,
the Palestinian Capital Market Authority needs to issue a special guide
includes an internal control framework in line with the Palestinian business
environment that encompasses the components and elements of internal
control in accordance with the integrated internal control framework issued
by the COSO. Second, it is highly recommended the coordination between
the regulators of the auditing profession and the Palestinian capital market
Authority to keep up with legislation in developed countries. Finally, the
study recommends introducing new binding legislations for the companies
listed in the Palestine Exchange to require disclosure of internal
control attestation report that is certified by external auditors.

Key words: Internal Control, Internal Control Integrated Framework COSO,
Financial Performance, Firm value.
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