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The Extent of the Palestinian Corporations Commitment to Activate Audit Committees and its Impact on

applying the principles of Corporate Governance

Abstract

This study attempts to identify the extent of the Palestinian shareholding companies’ commitment to activate audit
committees, and its impact on the application of governance principles. This can be achieved by measuring the
effectiveness of audit committees and its impact on the application of the governance principles. The independent
variable in this study is the commitment of the Palestinian shareholding companies to contribute in the composition
audit committees, in addition to, their working mechanisms in monitoring of companies together with the internal
and external auditors. The dependent variable in this study is the application of governance principles.

This study has been applied on shareholding companies listed in the Palestinian stock market in 31/12/2010. The
sample of the study population (46) shareholding listed Companies. The needed data for this study was collected
through designing a questionnaire consisting of six sections, which cover aspects related to the commitment of
companies to contribute in the activation of the audit committees, and its impact on the application of the
governance principles. This questionnaire was circulated to the study sample consisting of general managers,
financial managers, internal audit directors, and boards of directors in sample companies. The number of
distributed questionnaires was (70), while the number returned questionnaires which were valid to achieve the
objectives of the study was (42).

In order to describe the answers of the respondents, test the hypotheses, and measure the sample companies'
commitment to form audit committees, the methods of descriptive statistics such as measures of central tendency,
measures of dispersion, and T-test were effectively used. The multiple linear regressions was also used to measure the
impact of the formation of audit committees on activating and applying the principles of corporate governance.

One of the most important findings of this study is that the Palestinian shareholding companies are fairly committed
to the formation of audit committees; furthermore, there are medium degree work mechanisms, and written system
in these companies. Also, it is clearly shown that the audit committees have an active role in monitoring the
companies together with the internal and external auditors. Moreover, it is found that the audit committees have a
great importance in the valuable application of governance principles.

The researcher has come out with a number of important recommendations listed as follows: Initially, it is need to
compel the boards of directors to Inform about the way in which audit committees are formed, and to focus on the
efficiency and expertise of these committee members. Moreover, the annual report of the shareholding companies
should include a section focusing on the effectiveness of audit committees. Finally, the need to follow up with the
developments and updates in the application of the governance principles is highly recommended by the researcher.

Keywords: Audit Committees, Corporate Governance, Palestinian Corporations, Internal Auditors, External Auditors.
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