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Abstract

The Study dealt with the role of the external auditor in the banking risks in Islamic
banking management evaluation, The Study Problem is the lack of clarity of the role
assigned to the External Auditor in evaluating the policies and procedures of banking risk
and control management, methods of measurement and response, The study aimed to
indicate the role of the external auditor in the banking risk management evaluation in
Islamic banks, The significance of the study focus on contribute to the scientific rooting
for risk management in Islamic banks, contributing to urge researchers and academics,
studies and research centers of the importance of banking risk management assessment as
a step towards development, the statement of the importance of evaluation and
development of risk management in Islamic banks, especially in light of the circumstances
under which passes the world of successive crises and collapses and mishaps repeated for
banks and financial institutions, activating the role of the external auditor in helping the
Islamic bank management in the development and activation of the risk management
system in the bank through references and recommendations of the report, the
development of professional practice in the field of revision of Islamic banks, The Study
tested many Hypotheses as, the affecting scientific and professional competence of
external auditors in banking risk management in banks, the Islamic Evaluation, Scientific
and professional methodology for The External Auditor effects on the banking risks
management Evaluation in The Islamic banking, The External Auditor affect the
assessment policies and banking risk management procedures, The External Auditor in the
evaluation of methods of measurement and evaluation of banking risks affecting, The
External Auditor in the evaluation of banking risk control affect, The Study relied on the
historical approach to the review of previous studies related to the subject of the Study,
and deductive approach to determine the study axes and formulate the problem and
hypotheses, inductive approach to test hypotheses, ,descriptive and analytical approach to
organize, analyze data and interpret the results of field study, The study showed the
following results, There is a strong influence of scientific and professional competence of
the External Auditor on bank risk management in banks, the Islamic evaluation, affect
scientific methodology to audit the risks in the banking risk management in the banking
evaluation Islamist strong influence, there is a strong influence of the external audit in the
evaluation of policies and banking risk management procedures, there is a strong influence
of external audit in the evaluation of methods of measurement and evaluation of banking
risks, The study recommended the followings, External Auditor should prepare a
Procedures Manual to the audit team in all phases, steps and tasks of auditing The Islamic
banks and updated permanently, External Auditor's commitment to prepare a detailed
report related to banking risks, The central bank to set conditions and controls for selection
Auditors for The Islamic banks include experience and qualifications of team audit
efficiency and previous expertise, The need for the Accounting and Auditing Organization
of Islamic Financial Institutions AAOIFI to issue a special standard for The audit of
banking risks, The need for the Islamic Financial Services Board conditioned the decisions
of the Basel Committee on Banking property risks and capital adequacy in line with the
rules and principles of Islamic Banking and takes into account the particularity, and
coordination and cooperation with Basel Committee.
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1999 Rajna Gibson« Ay -4

(Rethinking the Quality of Risk Management Disclosure Practice)"

Gilassiall & lalaall syl Adleial) Claglaall Go Lol s35n andil 73501 #1581 ) Auadyall g
Dl demg ade b Al AIEe B ¢ deadiiuall z3lailly clehaYls cluld) Jads s
adie] ccalad) Gl slal dilid) Glaglaall o 2 Lai¥) sasn il ADA (e (Say paly
Dbl e Zlady) dlee s3sa aaiil i) e zdsall 138 Jaidl el meidl e Al
oo zhady) Aubi ¢ slindl 8 A8 G Ly Shlad) sl e zladl dalall cluled) i
Gamie <Nl db 8 ol Guld dphein) dpuld) b ges cluld Jedal sl
) Alery ety lag A5l Jygudl oadae julea Jb 8 5 o 5 2Ll daldll cliylall
Alasiuly Hhliadl )y e 7 ladY) sass dalad (3 sul) cile Undy Aabiaal) 4kl Cilissgal) G laladl)
O N Ahall cliagi ¢ dplaall e el Aaddl) o Lyl A AN 55 s il Jaadl
(il Wgad) Hhlie Jia (AY) Shlaall g1l Jads of e 4neas dlslan yiiny z3saill 138 sl
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— Dbl 3lals el o dsall 508 dauilly Gl (& SN 4D G030 ) Gagy hala) e
Aahdll Caa sl dadaiall llaludly agu) Jlela (e IS Calaal o g lpally il o (Sa Cangdl 1ag
Aglanll eV Gu Gepl slelies Saall 3ygpm Ghlid) ge ZladV) 4 add) Jaad) slaely
paal Aplaill e
bl gyl Al lesleall e 7 laidll JalSia HUa) alag) clgla Al s3a ol Gl moay
oo gladV) julee il Slaliall (uldl) dphainly ZladV] cilulug 33 HUaY1 Gl ey

(1)Rajna Gibson« Rethinking the Quality of Risk Management Disclosure Practicec Working Paper «
University of Zurich< June 1999¢pp.1-18.
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(1)International Financial Risk Institute & Arthur Anderson¢< Risk Disclosure Survey¢ (Burr Ridge: Irwin
Professional Publishing« Inc.< June<2000)<pp.2-9.
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(Jisall) min Jd agihads o deall duadd duhay Aglasadl Cojlad) duball cuagl Capadll oDl
cipeaally Galalall ugliily Jaalilly cupailly alaia¥ls ¢ Apleind) cile s phall L4IS (g5aa Ay Slac)y
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(Modeling Credit Risk for Commercial Loans)®
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o oY) Dhlie Gull Al zilall el Jabae e ol calgla duball o3 ol calll sy
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Al Coliadly ddlaial lalaall o iS5y shlaal asii 3 oagall aaldl ol Ldsln b
2002American Institute of Internal Auditors¢ ¢du)s -10

(Risk Assessment Practices) @)

«Risk Assessment Practices Survey (@84 ciblee & jlaliall andh 3okt (goe Adjmal Au)all Cioa

Cadie) (Ganl Gllee 3 hlaa) i Gkl Glige o capall dalall b duhal) AlSie b
Dbl jualie J< 720 Y Gluwsa) abiee of e il ) Al cilag o Ll zgial) Zufal
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(1)Jose A. Lopez¢« Modeling Credit Risk for Commercial Loans ¢ Publications of Federal Reserve Bank
of San Francesco« April<2001¢ pp.1-5
(2) https://na.theiia.org/standards-guidance/recommended-guidance/practice-guides/Pages/Assessing-the-
Adequacy-of-Risk-Management-Practice-Guide.aspx
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2002<Mona Barakat Sayegh «dw};3-11
(Advanced Credit Risk Models and Relevance to The Arab Banking Industry)
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<2002 Pausch &Welzel «dufpy  -12

(Credit Risk and Capital Adequacy Regulation)®
cin bl ad ) Al sla dlgl) dgle dilad e 50l s 8 Al A chi

S elly Gaatly (Jlal (fy ST Al J5b diad A8l cilllaie Jl 8 Gl gl i ) Al
ol Jlll Gy cllline Gada 530 Gl & @lgidl Y (g i) Adaiad agibe zisal aladil
Ll ) Jlad) (ly bl of Lgie it ) Ayal) calia i ¢ sl gially 20,0l giall Zudyall

iy JW Guly Jama 80 o Cum ¢ Glalaall i olad il sjine Jabse Bliay s J3b 4dlis)
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cWV) e ein disat Loz of oS 4 el sl ) e (36 o) Jataal) (e i)

¢ Al 5l Al bl HENG Auhall Cuag) diapla Galylal ) (el @) ddadsl (e dia i)
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(1) Mona Barakat Sayegh¢«( Advanced Credit Risk Models and Relevance to The Arab Banking
Industry) « Arab Bank Review « Vol. 1 April<2002¢ pp.35-47
(2) Thilo Pausch & Peter Welzel« Credit Risk and Capital Adequacy Regulation « Discussion Paper
Series<University of Augsburg « Feb. 2002¢pp.7,31.
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(1) http://lwww.sas.com/content/dam/SAS/en_us/doc/productbrief/sas-oprisk-var-financial-services-101185.pdfc SAS
Institute Risk Magazine« Operational Risk Management In The Financial Service Industry« 2003.
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A. Books

1. Arens, A., and, Loebbecke, J., Auditing: An Integrated Approach, 8ed; (New Jersey,
Prentice-Hall International Inc.,2004).

2. Bodie. Zvi, etal ,"Investments"”, 6th Ed., McGraw-Hill, (2005).

3. Charles T, Horngaren, & Grorge Fster, Cost Accounting, Managerial Emphasis,
Ninth Edition, (New Jersey: Prentice HalL, 1999).

4. Christopher Marrison,The Fundamentals of Risk Measurement,( New York: McGraw-
Hill, 2010).

5. Committee on Basic Auditing Concepts "A Statement of Basic Auditing Sarasota F1
American Accounting Association" 2003.

6. David S. Kidwell , and Others , Financial Institutions , Markets and Money, (New
Jersey: John Wiley & Sons , 2000).

7. Dosram Marks , Introduction to Risk Management Insurance ,(New Jersey:
Prentice Hall, 6th Ed, 2001)

8. Fredric S. Mishkin , The Economics of Money , Banking and Foundation Markets,
7th edition, (California: Addison Wesley, 2004).

9. George T. Friedlob, Lydia L.F. Schleifer, Essentials of Financial Analysis, (New
Jersey: John Wiley & Sons, Inc.,2010).

10.Jack C. Robertson, Auditing, (Burr Ridge: Irwin, Inc., 1998).
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11.Koch, T.W & Scott, M.S. , Bank Management, Analyzing Bank Performance, 5th
Ed., Mc Graw-Hill, New York, 2008.

12. Lassies R. Howard, Auditings,6 edition, (New York: M & E Handbook, 1997).

13. Marek Capinski, Tomasz Zastawniak, Mathematics for Finance An Introduction to
Financial Engineering, (London: Springer-Verlag Ltd.

14. Messier, W., Auditing & Assurance Services, (Columbus: McGraw-Hill,2002).

15. Peter S. Rose , Commercial Bank Management, 5th edition (London: John Murray,
2001),P501.

16. Philip Best , Implementing Value at Risk , (New Jersey: John Wiely & Sons , 1999).

17.Pickett, K. H. Spencer, Auditing The Risk Management Process, (New York: Johan
Wiley, 2008).

18.Rose, P. Sylvia, Others, "Bank Management & Financial Services", 6th Ed., Mc
Graw-Hill, New York , (2008).

19. Sanders Anthony & Cornett Marcia Millon, Financial Institutions Management: A
Risk-Management Approach,8th Edition, (Columbus: MCGraw-Hill, 2013).

20. Saunders, and Others, "Financial Institutions Management :A Risk Management
Approach” 6th Ed., McGraw-Hill, New York, (2012).

21.Thomas L. Wheelen , J. David Hunger, Strategic Management and Business Policy:
Globalization, Innovation & Sustainability, (Cambridge City: Pearson Ltd. ,14th
Edition, Feb 2, 2014).

22. Timothy W. Koach, Bank Management, 7edition ,(Nashville: South-Western
Publishing, July, 2009).

B. Periodicals

1. Bozzo, N.L., Enhancing Shareholder Value Through Risk Management, TMA
Journal, Vol. 24, No.6,(2004).

23.Cumming and Others, “The Challenges of Risk Management in Diversified
Financial Companies” , Federal Reserve Bank of New York, The Economic Policy
Review , March 2010.

2. Kunitake, Walter Auditor Changes by Audit Committees and Outside Directors,
Business and Economic Review, Vol. (88), No. (3), 2002.

3. Mayhew, Brian W., Wilkins, Michael S., Audit Firm Industry Specialization as a
differentiation Strategy: Evidence from fees charged to firms Going
Public,(Sarasota: Florida, Auditing Journal of Practice and Theory, Vol.27, No.1,
May, 2008).

4. McConnell Patrik & Blacker, Keith, An Approach to Modeling Operational Risk in
Banks, (London: Journal of Operational Risk, VVol. 8, No. 1, 2013).

5. Mona Barakat Sayegh, Advanced Credit Risk Models and Relevance to The Arab
Banking Industry , Arab Bank Review , VVol. 1 April,2002.
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. Paul Kupiec, Capital for Concentrated Credit portfolios, Journal of Risk
Management in Financial Institutions, New York, Volume, 8,No. 4,2015.

. Simon Archer, Capital Adequacy for Islamic Banks, Singapore: International Journal
of Theoretical and Applied Finance, Volume 09, Issue 03, May 2006,P5.

. Tarig Hassaneen Ismail, Internal Auditors' Perception About Their Role in Risk
Management Audit in Egyptian Banking Sector,( International Journal of Economic
and Accounting) Iss 4, 2010.

. Whittington, O. Ray. And Pany, Kurt., Principles Of Auditing. 12th Edition,
(Singapore: McGraw-Hill Companies),1998.

10. Wilko Bolt , Alexander F. Tieman, Banking Competition, Risk and Regulation, The

Scandinavian Journal of Economics, Vol. 106, No.4 (Stockholm: Dec., 2004).

11. Williard E. Stone, Antecedents of the Accounting Profession, Accounting Review,

FL, (Vol. 74, April 1999).

. Papers

. Comptroller of the Currency Administrator of National Banks, Rating Credit Risk,
(Washington D.C: May,2012).

. David H. Pyle, Bank Management Theory, University of California, Conference on
Risk Management and Deregulation in Banking (Berkeley: May 17,19,2000).

. Diana Mustafa, Magda Hussien, The Impact of Auditor Rotation on the Audit
Quality: A Field Study for Egypt, working paper, Faculty of Management
Technology, German University in Cairo -GUC-, Nov., 2010.

. Henie Van Grening and Donyaya Bragons , Analyzing and Managing Risk,
(Washington, DC: World Bank, April 2003).

. International Finance Corporation, Operational Risk Management: Best Practice
Overview and Implementation, Risk Professional Workshop, (Tirana: Sep., 2012).

. International Financial Risk Institute & Arthur Anderson, Risk Disclosure Survey,
(Burr Ridge: Irwin Professional Publishing, Inc., June,2000).

. Jaime Caruana, The New Basel Capital Accord: Why We Need it, (Beijing: 5th
Meeting of the Asian Program of the Institute of International Finance., November,
2003), P63.

. Jennifer F. Burke, Effective Methods for Developing Risk-Based Internal Audit
Programs, (Chicago: Financial Managers Society, Inc.,2005).

. Jim Rich & Curtis Tange, Banking Risk Measurement- A Portfolio View, The
Institute of Risk Management, working Papers, 2010.

10.Jon Gregory, Counterparty Credit Risk and Credit Value Adjustment: A

Continuing Challenge for Global Financial Markets, (New Jersey: Wiley
Finance,2013).

11.Jose A. Lopez, Modeling Credit Risk for Commercial Loans, Publications of

Federal Reserve Bank of San Francesco, April,2001.
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12.Martin Cihak, ,Introduction to Applied Stress Testing, (Washington DC: World
Bang, International Monetary Fund Confrere, Working Paper No. 7, Mar 2007).

13.Naser Abdelkarim & Maisa Burbar , How Banks in Palestine Manage Financial
Risk, (Amman: Al-Zaytoonah University, Paper Presented, 6th Annual Scientific
Conference,2007).

14. Philipp Harley, and Others, The Future of Bank Risk Management, McKinsey &
Company, Global Risk Practice Conference,(Washington: Working Paper No. 3,Dec.
2015).

15. Rajna Gibson, Rethinking the Quality of Risk Management Disclosure Practice,
Working Paper , University of Zurich, June 19909.

16. The Financial Services Round Table, Guiding Principle in Risk Management for
U.S Commercial Banks, 2003.

17.Thilo Pausch & Peter Welzel, Credit Risk and Capital Adequacy Regulation |,
Discussion Paper Series,University of Augsburg , Feb. 2002.

18.Thomas J. Linsmeher & Neil D. Person , Risk Management an Introduction to
Value at Risk , (Chicago: Univ. of Illinois, July, 1999).

D. Reports & Standards

1. Basle Committee on Banking Supervision, New Guidelines to Enhance Banking
Transparency, (Basle: BIS, 1998).

2. Basle Committee on Banking Supervision, Regulatory Treatment of Operational Risk,
(Basle: BIS,2001).

3. Basle Committee on Banking Supervision, Sound Practice for Loan Accounting,
Credit Risk Disclosure and Related Matters,(Basle: BIS, 2009).

4. Basle Committee on Banking Supervision, Sound Practice for Managing Liquidity
in Banking Organizations, (Basle:BIS,2006).

5. Basle Committee on Banking Supervisor , Sound Practice for Managing , (Basel:
Switzerland, Feb. 2010).

6. Basle Committee on Banking Supervisor Principles , A Global Regulatory
Framework for More Resilient banks and Banking Systems,(Basle: BIS, June.
2011).

7. Basle Committee on Banking Supervisor Principles , The Management and
Supervisor of Interest Rate Risk,(Basle: BIS, Sep. 2003).

8. Basle Committee on Banking Supervisor, Measurement of Bank Exposure in
Interest Rate , (Basle: Bank of international Settlements ,1993).

9. Basle Committee on Banking Supervisor, Operational Risk Management, (Basle:
Bank of International Settlements , Dec.1998 ).

10.Basle Committee on Banking Supervisor, Principles for Management of Credit
Bank,(Basel: B1S,1999).
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11.Basle Committee on Banking Supervisor, The New Basle Capital Accord, (Basle:
BIS, Mar., 2001).

12.Bassis , Joel, Risk management in Banking, 3 edition,( London: John Wiley &
Sons, Dec., 2009).

13.Cooper, Dale & others, Project Risk Management Guidelines, ( New Jersey: John
Wiley & Sons, Inc.,2005).

14. Cooper, etal, Risk Management Guidance , (London: John Wiley & Sons, 2005).

15.Cumming & Christine and Beverly, The Challenges of Risk Management in
Diversified Financial Companies , Federal Reserve Bank of New York,2007.

16.Donna R. Claire, and Others, Report to Life Liquidity, Work Group, (Boston: The
American Academy for Actuaries, 2008).

17.Hong Kong Monetary Authority, Risk Management of E-banking, V.2, (Victoria:
Sep.,2015).

18. International Federation of Accountants , Handbook of International Quality
Control, Auditing Review, other Assurance, and Related Services Pronouncement
, Part 11, 2010 Edition, NY.

19. The Financial Services Round Table, Guiding Principle in Risk Management for
U.S Commercial Banks,(Washington, D.C,FSRT, 2008).

20.The Institute of Internal Auditors , International Standards for The Professional
Practice of Internal Audit (Standards, 2010).

21.The Institute of Risk Management , A Guide of Risk Management, (London, IRM,
2003).

22.Thomas R. Gulledge, C.A. Knox Lovell, International Applications of Productivity
and Efficiency Analysis, Journal of Productivity Analysis, (New York: Springer for
Publishing,2013).

E. Web Sites

1. http://www.sas.com/content/dam/SAS/en_us/doc/productbrief/sas-oprisk-var-financial-

services-101185.pdf, SAS Institute Risk Magazine, Operational Risk Management In

The Financial Service Industry, 2003.

https://na.theiia.org/standards-guidance/recommended-guidance/practice

guides/Pages/Assessing-the-Adequacy-of-Risk-Management-Practice-Guide.aspx

http://www.cimaglobal.com,2015.

http://www.aicpa.org,2015

http://www.aicpa.org/INTERESTAREAS/FRC/Pages/FRC.aspx,2015

http://www.theiia.org/guidance/standards-and-guidance/ippf/definition-of-internal-

auditing/?Search%C2% BCdefinition

7. https://www.Bis.org, Basle Committee on Banking Supervision, Operational Risk. Jan,
2001.
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https://na.theiia.org/standards-guidance/recommended-guidance/practice%20guides/Pages/Assessing-the-Adequacy-of-Risk-Management-Practice-Guide.aspx
https://na.theiia.org/standards-guidance/recommended-guidance/practice%20guides/Pages/Assessing-the-Adequacy-of-Risk-Management-Practice-Guide.aspx
http://www.aicpa.org/Pages/default.aspx
http://www.aicpa.org/INTERESTAREAS/FRC/Pages/FRC.aspx
http://www.theiia.org/guidance/standards-and-guidance/ippf/definition-of-internal-auditing/?Search%C2%25%20BCdefinition
http://www.theiia.org/guidance/standards-and-guidance/ippf/definition-of-internal-auditing/?Search%C2%25%20BCdefinition
http://www.bis.org/

8. ww.ifsh.org/index.php.information, The Islamic Financial Services Board, (IFSB).
Background,2015.

9. www.ifsh.org/index.php.structure of the (IFSB),2015.

10. www.ifsb.org/index.ph.Objections of the IFSB,2015.

11. https://na.theiia.org/Pages/IIAHome.aspx, The Institute of Internal Auditors (I1A),
Discuss Management and Internal Audit Risk Management Roles, (Washington DC ,
1A, 2002).

12. http://www.uobabylon.edu.ig/uobcoleges/lecture.aspx?fid=9&Icid=32373, University
of Babylon,2013.

13. http://www.coso.org/ The Committee of Sponsoring Organizations of The Treadway
Commission (COSO), "Enterprise Risk Management — Integrated Framework", Sep.,
2014,

14. www.theiia.org, Lanza Richard , The Riskiest Parts of The Business, May 2002.

15. http://www.sbp.org.pk/, State Bank of Pakistan, Risk Management, "Guidelines for

16. Commercial Banks".

17. http://www.centralbank.gov.ye/ar/CBY .aspx?keyid=120&pid=88&lang=2&cattype=1,
Central Bank of Yemeni.

18. http://www.iasplus.com/en/standards/ias/ias30, IAS 30, ,Para. 26, 2005.

19. http://www.iasplus.com/en/standards/ias/ias32 , IAS 32, ,Para. 18, 2014.

20. www.ifsb.org/standard/ifsb3_arabic.pdf, Report of the Board of Islamic financial
services in cooperation with the Basel Committee.

21. http://net.rmia.org.au/Public/Event/List.aspx?tp=1518, The Risk  Management
Institution of Australasia ,(RMIA),2016
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