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Abstract: The auditing process in Islamic banks and commercial banks is supervised by a section 
called The Department of internal auditing. This department handles day to day audit functions of the 
bank to preserve its transactions from any errors, omissions or fraud. This can be achieved by 
strengthening the internal control systems in the bank. The department exercises its activities in all of 
additional sectors and departments within bank without exception. The accountant, actuary, 
bookkeeper and auditor are in charge of reviewing and examining all administrative and financial 
processes and operations, as well as, evaluating the control systems used by bank that are used to 
maintain efficiency and effectiveness in achieving the objectives of the bank. This employee must 
maintain a certain level of knowledge in accounting and auditing within (in addition to jurisprudence) 
Islamic banks. The auditor must be characterized by a set of personal qualities to perform within a high 
level of efficiency. The auditor has rights, duties and responsibilities. If each is efficiently achieved, it 
will increase his confidence in his job, which in turn, leaves him with opportunity for advancements 
and/or higher wages. 
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INTRODUCTION 
 

The departments and management of internal auditing in commercial banks, Islamic banks, and other 
financial institutions was of great interest; to the extent that it had been described by (Sakka, A., 1997) as the 
focus of the regulatory system. It is regulatory and auditing tools, as well as a tool to measure the ability and 
effectiveness of the regulatory and control systems that make an institution successful. Internal auditing is 
defined in accordance with the point of view of, (Sakka, A., 1997) as "an auditing by a person or device inside 
banks and financial institutions has their subordination to senior management." The internal auditing department 
work scope differs from place to place and from time to time. In the beginning, it was limited to the traditional 
views of the auditing; of which were: auditing the financial transactions, verifying in accordance with the 
financial regulations, to ensure the authenticity of the documents and the integrity of financial records, the 
accuracy of the accounting system and documentation, and the surprise inventory for safes and storages. Internal 
auditing then evolved in order to keep up the pace with modern trends of auditing. These trends extended 
beyond the traditional view to include the auditing of activities, policies, procedures and processes to verify the 
adequacy and regularity, as well as, examining of performance reports and evaluation. It also included 
submitting periodic reports to senior management on the progress of operations. This was expressed by the 
definition provided by (Institute of Internal Auditors 1957) in Bulletin of responsibilities of internal auditor; it 
defines internal auditing as "Independent activity correction, target auditing of accounting and financial 
operations and other as a basis for management service, which is a measurement that measure the effectiveness 
of the administrative control and monitoring of other regulatory tools and evaluating it.” 

Departments of internal auditing in commercial and Islamic financial institutions aim essentially to help all 
levels of management and to ensure cooperation with it. The department functions as a correction authority but 
not an executive authority on managerial level. Hence, the internal auditing department should be organized to 
ensure the maximum level of cooperation among all employees, to enable internal auditors of examination, 
evaluation and implementation of tasks and their job freely and independently, and to ensure that all procedures 
and records remain in line with the policies established for such banks or institutions. The independence of the 
internal auditor is an important principle for all sections and departments of internal auditing. The criterion of 
independence is an essential condition for the high efficient implementation of the department programs. One 
requirement to warrant independence is to isolate the internal auditor from planning the policy, procedures, 
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preparation of records, links or any other executive function that might be audited or evaluated later. The auditor 
reports to the board of senior management or processes the auditing deriving from the board of directors 
(William and Amer, S.H., 2006). 

The department of internal auditing functions in agreement with the rules, regulations, legislation, laws and 
international standards within the profession; as well as, the professional bulleting and periodic issued by 
international agencies and institutions and Islamic institutions for the Islamic banks. The Department of Internal 
Audit must utilize highly skilled auditors who have expertise and experience. The internal auditor has to be 
aware and knowledgeable about all the activities of the organization that they work in; in terms of procedures, 
rules, regulations, principles and considerations the programs, budgets and technical rules that have been 
developed for the accounting systems, systems costs and other measures. This is of the duties and 
responsibilities of internal auditor in the implementation of the internal auditing (Amean, S.A., 2007). 
 
The Organization of the Internal Audit Department in the Islamic Banks: 

The Department of Internal Audit is considered as one of the most important sectors of the Islamic Bank. 
To ensure the optimum performance of the internal audit process, the internal audit division has to be organized 
in a manner to guarantee maximum degrees of cooperation among its staff. The division also has to maintain the 
presence of periodical meetings between the auditors; which enables them to exchange information and 
experiences on the practices of the bank. In addition, they must disburse bulletins to all Departments of internal 
Audit employees concerning every important regulation that will be reviewed. These bulletins can contain 
several points; however, according to ( Zainab, A., 1993) most important points can be summarized as: 
 
The Instructions for the Preparation of Tables and Statistics; Such as Purchases, Sales and Fixed Assets, to 
and from the Bank: 
1. Observations on the use of stamps or marks in the review process, and record notes. 
2. Explanatory notes related to the outstanding instruments or checks, which are tracked by the audit 

department. To ensure effectiveness in the internal audit department, the section must be provided by 
qualified persons with superior skills and experience, and those who have the ability to act appropriately 
when faced with problems while performing their job tasks. 
 
Obligations of managers of internal audit division are to take into account following considerations to 

ensure an optimum performance for audit section, according to (Mohamed, A): 
 

1. Supervision of staff members under his responsibility, distributing according to specialization and expertise. 
2. Training staff through the preparation of suitable programs that cover all aspects of the Bank's activities, 

whether financial, administrative or technical, with continuity in these programs due to changes in financial 
policies, administrative and technical. 

3. Guarantee the availability of the suitable and necessary equipment and machinery for the internal audit 
department, such as computers, calculators and other equipment. 

4. The internal audit department shall be independent and located away from the sections of the accounts so 
that there is freedom of circulation of documents inside department. 

5. The head of internal audit division has the responsibility to supervise the staff in the department and review 
the audit reports the staff achieved, propose rewards and sanctions for employees according to each 
employee achievements. 

6. The supervisor of the internal audit department discusses the audit observations with the auditors and the 
preparation of audit reports. 

7. The head of internal audit department assigns technical missions to the first supervisor, which is related to 
the evaluation of the performance, and review the missions. This supervisor is responsible of the discussion 
with the heads of the other divisions. They can then attribute the executive jobs to the second supervisor 
such as the documented auditing and sending the endorsement; while the assistant auditor, is assigned to the 
documented auditing. The apprentice auditor has the responsibilities of unpretentious duties such as 
accounting auditing. The apprentice’s work will be supervised by the assistant auditor, the second or first 
supervisor. 

 
Department of Internal Audit in Commercial Banks: 

According to (Harrington, C., 2004) role of department of internal audit is essential for all of other 
departments. It must it must be organized to strengthen internal control structures in bank. The Department of 
Internal Audit exercises its activities in all of the other segments of the bank. They do this by reviewing and 
examining all the administrative, financial and operational processes. It could be argued that the scope of 
internal audit function, in accordance with a particular system, where it’s not limited to the examination and 
evaluation of control systems to achieve efficiency and effectiveness in achieving goals. It has expanded to 



Aust. J. Basic & Appl. Sci., 5(12): 584-589, 2011 

586 
 

include the evaluation of the same goals, as well as the former goals. The main concerns are making 
recommendations to senior management, especially when it comes to improving performance. At the same time, 
it’s not limited to the reports on the effectiveness of current performance, but finding solutions in how to deal 
with distractions, and not only referring to problems to senior management to be resolved. The department of 
internal audit is planning and organization of internal audits. This is considered to be one of the first necessary 
steps to achieve the objective; which is the responsibility of the head of the internal audit. Another important 
step is the one responsible for identifying areas that must be reviewed. By appointing a team that can review 
regulatory and planning processes for implementation of internal audits, (Mohammad, S,.2000) several points 
were identified, they include: 
1. Identify the goals of the internal audit department and keep them in mind while conducting your 

responsibilities. 
2. Be committed to the schedules that have been developed by the Department of Internal Audit. 
3. The provision of qualified auditors for the Internal Audit Department. 
4. Develop a budget plan for the estimated financial needs of the internal audit department. 
5. Designing the models of the reports and activities issued by the department of internal audit that have been 

completed, or the ones will be completed later. 
 
The Department of Internal Audit is seeking to achieve the overall goals through the regulatory process in 

the work; therefore, the department of internal auditing seeks primarily to achieve the following goals in the 
process of organization of work, according to (Mohamed, S.S. and Abdul Wahab, N., 2002) victory: 
1. Review and evaluate internal control systems of Department of Internal Audit itself. 
2. Determine extent of commitment of staff to policies and procedures of internal audit department. 
3. To identify and prevent fraud and to enhance mistake recognition. 
4. Determine extent of internal auditors to follow in applying system and mechanisms of internal audit. 
5. To make periodic audits of various activities, and report findings and recommendations to senior 

management. 
6. Determine extent of commitment to regulatory requirements imposed by domestic and international laws. 
7. Evaluate performance of internal auditors, and cooperate with external auditor to identify areas of external 

auditing. 
8. Participate in cost reduction programs, establish necessary procedures and protect assets of bank. 
9. Follow-up systems, financial and accounting procedures, future plans, records, written and electronic file 

and all of internal control systems; as well as, inspect, review, track, identify and analyze positive and 
negative outcomes and to develop solutions to them. In addition to, submit recommendations and proposals 
to senior management provided with data and information related to these results that include all aspects of 
bank's activity. 

 
The Level, Characteristics and Personal Responsibilities of Internal Auditor in Islamic Banks: 

Islamic auditor’s job in Islamic banks includes a set of qualities and conditions, of most important  
according to (Mohammed, A.H.,): 

1. A full belief in the message of  bank where auditor works, and that work is not a function to be performed, 
but is a kind of worship and obedience. 

2. To be committed to Islamic ethics in all of his manners. 
3. Know and work within Islamic religion principles in all of transactions of Islamic Bank. 
4. Have experience about implementation of mechanism of transactions in light of contracts, documents, 

forms and similar standards and controls. 
5. Have experience in use of all types and methods of modern technology in implementation of his work, since 

this is quality of professional performance. 
6. Have insight of a believer who distinguishes between Halal and Haram. 
7. To feel responsibility before God, then himself, his supervisors and Muslim community. 
8. An understanding in nature of  bank's activities, especially Islamic jurisprudence, jurisprudence of 

transactions, financing and investment stems from it; in addition to some specialized technical knowledge 
relevant to his work. 

9. Must be aware of all versions on profession of internal auditing issued by Islamic institutions and Agencies, 
especially auditing standards for Islamic financial institutions and must cope with all developments of 
Islamic economics, Islamic banking, finance and investment in Islamic and others. 

10. Must be aware about all aspects of Islamic jurisprudence, and jurisprudence of transactions, legitimacy of 
contracts, jurisprudence of Islamic banking, investment, and jurisprudence of Islamic finance and forensic 
evidence of banking transactions, and current advisory opinions. 
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Personal Responsibilities of the Internal Auditor in Islamic Banks: 
1. To review and examine all sections of Islamic Bank in accordance with rules and policies of bank and in 

accordance with regulations issued by auditing agency for Islamic financial institutions on requirements of 
profession of internal auditing. 

2. To provide senior management with information about accuracy and effectiveness of internal control 
system, as well as, how to accomplish bank's business and its quality of standards. 

3. Study and evaluate internal control system and application of internal control system to achieve all 
objectives 

4. To conduct a comprehensive review that meets need for management to achieve higher efficiency and 
effectiveness at work. 

5. To provide necessary suggestions and guidance to improve system of internal control procedures to all 
departments, sections and branches of bank (Mohammad, A.A., 2005). 
 
The responsibility of the Islamic internal auditor can be either civil or Penal, depending on the cases of 

negligence or mistakes committed. They bear criminal procedure and legal responsibility for any violation 
toward the bank. The auditor can be held accountable and in violation of the professional Secretariat in the 
following cases (Mahmoud, A.M., 2006): 
1. If auditor did not disclose a mistake that he knew about during audit and did not disclose. In addition to 

professional negligence during any step of auditing process and for any department or division in bank. 
2. Expressing an opinion, in spite lack of sufficient data to confirm that opinion, information that wasn’t 

included in report or overlooked in obtaining clarification should have been obtained during audit. 
3. Absence of a reference in   report that clarifies any distortion or disguise in financial records. 
4. Absence of restraints imposed by professional morals and requirements agreed upon in accordance with 

regulations and laws of Islamic banks, according to agency of Islamic Sharia’a auditing. 
 
The Personal Level, Status And Responsibilities Of Internal Audit In Commercial Banks: 

According to (Mohamed M.A., et al., 2002) the process of internal auditing in commercial banks is 
assigned to a person called the internal auditor. His responsibilities are to audit, examine and discover any 
errors. When errors are found, he is to correct transgressions. The task of the internal program is an integral part 
of the job of the accountants in any traditional commercial bank. 

The auditor must have a certain level of knowledge, jurisprudence, education in accounting and experience 
in auditing work. The auditor shall be characterized by a set of personal qualities that enable the auditor to do 
the job according to local and international standards; also the auditor has rights, duties and responsibilities, if 
it’s achieved in high efficiency, it will increase the confidence in his work. 

The interest in the personal aspects of the auditor by professional organizations has increased. Several 
documents and periodicals that include and describe the traits, ethics and characteristics should be available in 
the internal auditor. These traits, ethics and characteristics have been mentioned as the third criterion of the 
international auditing standards in paragraph five: "The auditor has to be straight, honest and sincere in his 
career, and has to envisaged the justice and respect the confidentiality of information obtained.” 

Several authors and researchers, such as (William,T. and Amer, S.H., 2006), have all listed the personal 
traits of the internal auditor; they should include: 
1. Secretariat: internal auditor has to be loyal about secrets of Bank, and has to perform his duties with 

honesty, chastity and dignity; away from being fraudulent or misleading.  
2. Complete neutrality and independence: internal auditor has to exercise all of his duties, and to express his 

opinion in an independent way; away from any pressure or bias to any one party. internal auditor must not 
be influenced by emotions or all of personal interests or the whims of self; they must rely solely on 
evidence in his work. 

3. The professional competence: a high level of expertise would aid  auditor to function as perfect as possible. 
4. Dignity: one of important conditions in personal qualities of internal auditor. auditor must be proud, fair, 

maintain his dignity and dignity of profession to which he belongs, and shall avoid any situation that might 
harm himself or to auditing profession. 

5. Confidentiality: The nature of audit activity permits him to see important information and secrets of bank; 
total secrecy is one of most important personal traits of internal auditor 

 
Personal Responsibilities of the Internal Auditor In Commercial Banks: 

According to (Ibrahim, O.S., 1994) directors of bank have to appoint the auditor to help bank to reach 
maximum adequacy. The bank expects him to be helpful in achieving that, so the internal auditor is "the eyes 
and ears” of management team. Thus, internal auditor is fully responsible for errors that occur; whether in good 
faith or through willful intent. 
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The possible mistakes that can be done by internal auditor, according to (Ibrahim, O.S., 1994) can be 
summarized in following: 

1. To overlook errors in records, documents or computational aspects of files; especially in samples that have 
been examined and reviewed by him. In this case, the auditor will be directly responsible for these types of 
mistakes. 

2. Not to detect fraud, forgery, and embezzlement. Especially if this fraud, forgery or embezzlement has been 
committed in a professional way to be discovered easily, as a conspiracy by a group of employees in bank. 
These instances should be discovered by internal auditing systems, so a proposal to amend the Interior 
control system in order to ensure bridging of gaps that led to this fraud; through responsibility for 
assessment of current system, including system of internal control. 

3. The miss-assessment of work, especially those that occur in cases of good faith by internal auditor. This 
occurs when wrong data is given to him and shows that a specific department is having greater or less 
performance over another. It also occurs because of the intervention of discretion in certain cases. 
Therefore, in this case, the auditor cannot be relieved of responsibility for this miss-evaluation since the 
validity of statements made to the auditor must be verified, regardless of source of data (i.e. any 
management or department in bank). 

4. The internal auditor has to be alert and mindful of falling into any faults due to nature of his responsibility 
to all departments. The auditor must show what has been and will be in written language and reports; all of 
which must be sent to senior management. 

 
Results: 

Through this study, it can be concluded, regarding organization of internal audit section, that section must 
be organized in a manner that ensures a maximum degree of cooperation among all staff members of 
Department of Internal Audit. This is accomplished through meetings of internal auditors to exchange 
information and experience, to work on organization of internal audit section to reach to a high degree of 
competence through the distribution of work. It is based according to specialization and experience. In addition, 
training the auditors on the methods, programs and preparations that include all aspects of the bank's activities. 
They must also keep up with great advances in modern equipment and provide the department with it. The 
department of internal auditing shall be independent and the location of it shall be away from all other 
departments for purpose of privacy. 

An important outcome is that head of internal auditing department has to attribute work to first reference 
that assesses performance, reviews functions and discusses heads of technical divisions. As for the executive 
business, head of the section designates it to second reference, who then works on the documented auditing and 
sends confirmations. It can be concluded that among the goals desired in process of organizing, production of 
department of internal auditing is to audit and evaluate internal control systems of Department of internal audit 
and determine the extent of commitment of policies of same section. Its task also includes the prevention of 
fraud, detecting errors, identification and application of system and mechanisms of internal auditing, periodic 
review for various activities, and reporting their findings and recommendations to senior management. They 
also must cooperate with external auditor to identify and reduce administrative costs, propose necessary 
measures to protect assets of bank, and follow-up financial and accounting procedures, systems, future plans, 
regular and electronic records and files and all systems of internal control. 

As for characteristics and responsibility of internal auditor's in Islamic banks, auditor has to possess faith in 
full message of bank. They must consider line of work as a kind of worship that is characterized by Islamic 
moral in all manners. They must be in conformity with religion principles during transactions of Islamic bank. 
In addition to experience with usage of all types and methods of modern technology in implementation of 
legitimacy standards and sense of responsibility before God, before his self, in front of management, and to 
Muslim community and to Islamic nation. To understand and know about all editions on profession of internal 
auditing issued by Islamic institutions and agencies; especially auditing standards for Islamic financial 
institutions and must cope with developments of Islamic economy, Islamic banks, Islamic finance, Islamic 
investment and others. 

The responsibilities and characteristics of internal auditor in commercial banks include that internal auditor 
audit and examine all parts of bank departments in accordance with rules and policies of bank and in accordance 
with regulations issued by international agencies and institutions. They must be professional and abide with 
requirements for internal audit. In addition, responsibilities of internal auditor are to provide senior management 
with information about accuracy and effectiveness of internal control system, procedure to complete work and 
its quality. The auditor must study and evaluate internal control system, and provide suggestions and guidance 
to improve procedures for internal control system to all departments, divisions and branches. The responsibility 
of internal auditor can be either civil or criminal, according to cases of negligence or mistakes committed. 
Finally, personal characteristics of internal auditor can be summarized in secretariat, neutrality, independence, 
technical competence, dignity and confidentiality in work. 
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Recommendations: 
1. The senior management has to support Department of Internal Auditing in Islamic and commercial banks. 
2. The management awareness of utmost importance when it comes to internal auditing. 
3. The selection of internal auditors should be those that are qualified scientifically, as well as doctrinal for 

Islamic banks. 
4. Periodic appropriate training for internal auditors to maintain knowledge and gain more knowledge is 

recommended. 
5. Contact senior management periodically about their finding and make suggestions. 
6. Enable internal auditors to do their work in other divisions of bank. 
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