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ABSTRACT

This study investigates impact of the internal control system on quality of
published financial reports. The study problem is manifested in evaluating
effectiveness of the internal control system from the external auditor's opinion
and how all evidence are obtained to enable him to conduct the primary auditing
of the internal control system to estimate them reliability when the auditor
expressing his technical opinion regarding to what extent the financial
statements are true and reliable .

The study aims to highlight role of the internal control in quality of the
accounting information to identify effect of the internal control on preparing the
financial statement and to clarify impact of the internal control on the
rationalization process of decisions.

To achieve the study objectives, the study is based on the inductive
method to specify exes of the study and to formulate the hypotheses, the
deductive method to test the hypotheses, the historical method to trace the
literature review and the descriptive method by using the case study approach to
get acquainted with effect reports in Sudatel Company.

To realize the study objective, the following hypotheses tested:

1. The effective internal control system leads to quality of information of the
financial statements.
2. The external auditor depends on the internal control system to judge
reliability of the financial statements.
3. The financial statements are prime source of information.
The researcher has come out with a number of important results:
1. Weakness of the internal control system leads to increase of number of
tests conducted by the external auditor.
2. The accounting information is the prime source of the decision taking
process.
3. The external auditor's evaluation and investigation of the internal control
system decreases the risks of auditing.
The researcher has arrived at the following recommendations:
1. The number of test conducted by the external auditor must be increased,
in case of weakness of the internal control system.
2. The internal control system should be implemented scientifically so as to
conduct to quality of the accounting information.
3. The external auditor should investigate and evaluate the internal control
system.
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