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ABSTRACT

Simple random sample analysis was conducted to determine how Accounting Information
System factors affect Internal Audit efficiency in Iragi companies listed on XIS Securities Market.
A moderate variable, audit committees, was also added to reveal overlapping impact
relationships. Several factors were considered, including reliability and relevance as the
components to be considered in the analysis of our study. This study was based on agency,
adaptive structuration, and stewardship theories. Analysis was conducted using Smart PLS and
Regression for PLS-SEM as the primary study's methodology. A survey of 690 individuals with
responsibility for Internal Audit was conducted. In the regression analysis, reliability was found
to impact the efficiency of internal audits significantly. Accounting information systems improve
internal audit efficiency as well. Furthermore, the audit committee's moderation was significant
in all relationships, According to the third and fourth hypotheses.
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INTRODUCTION

As a result, having a competent internal audit function unit as a component of a modern
governance structure in a distinct environment is crucial. Therefore, internal audit (1A)
challenges in corporate governance have gotten much interest in the past few years on various
bases. Internal audit, for example, connects to the platform for internal control and risk
management; Effectively enriches organizational performance as well as efficiency through the
contribution of critical feedback and submissions about the performance of an organization;
minimizes informational asymmetries during judgment; and is assumed to be a crucial part of
confidence in the organizations and financial reporting procedures of companies, to name a few
(Anggadini, 2015; Brazel & Agoglia, 2007; Kocsis, 2019; Nicolaou, 2000; Tuttle &
Vandervelde, 2007).

Internal auditing is now regarded as a crucial administration component and a crucial
factor of good management. In the past few years, progressive developments Globally, the
intricacy of legislation, and technical improvements have recognized novel instruments and
avenues for internally auditing growth that aid administration and contribute to the firm (Brazel
& Agoglia, 2007; Pan & Seow, 2016). These capacities also led to the current perception of the
auditor, who now retains a vast number of qualities and finest applies tailored According to the
requirements of the surroundings (Warhurst, 2005). The current performance of auditing reflects
its development. Audits provide insight and improve an organization's activities (Gray, 2000;
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Warhurst, 2005). A structured, measured approach to evaluating and improving risk,
management, and governance systems assists a company in achieving its goals (Shad et al.,
2019).

An accounting Information System (AIS) is an instrument that can assist organizational
administration in better monitoring and developing the firm's operations and accomplishments.
AIS include locating, gathering, analysing, and presenting accounting data to workers and
decision-makers at various levels of the organization (Mdller et al., 2020; Nicolae, 2019). The
accounting information system is a control system that can be manual or computer-based.
Enhances an organization's cohesion by assigning a numerical value to previous, current, and
potential economic occurrences (loppolo et al., 2012; Worrell et al., 2013). An accounting
information system's core role includes information creation, Collected data, stored data,
information accounting, knowledge management, and security control (Nguyen & Nguyen,
2020).

Accounting information systems (AIS), one of a company's most important technologies,
revolutionized how data is collected, analyzed, stored, and distributed. Therefore, AIS should be
implemented when running a business and setting up internal control systems (Saeidi & Prasad,
2014; Soudani, 2012). Guragai et al. (2017) and Onodi et al. (2021) define AIS as a group of
elements and components linked and interacting with the environment. They functioned as a
unique overlapping connection with one another and the combining mechanism. Each
component relies on the others to achieve the objectives set forth by the holistic accounting
system, which is to offer information and data to decision-makers (Mosier & Skitka, 2018).

LITERATURE REVIEW
Accounting Information Systems (AlS) and Auditing

Many researchers endeavour to study the impact of effective Accounting information
systems (AIS) on other organization departments from their effectiveness, performance, and
goals. In general, Accounting information systems (AIS) and information technology (IT)
significantly impact the efficiency of internal control and internal audit in businesses (Al-Waeli
et al., 2020). In the same regard, Steinbart et al. (2012) noted that if a corporation includes an
adequate auditing structure, accounting accuracy can be harbored. Robust audit control helps the
organization's management place more faith in information to conduct their business operations
appropriately and assess its success. Qatawneh (2021) noted that the primary function of internal
audit is to perform transaction processes for financial reporting and that the Accounting
information systems (AIS) aided them in this endeavour. Accounting information systems (AIS)
can assist internal auditors in accomplishing their objectives by identifying, analysing,
classifying, assembling, recording, reviewing, and reporting occurrences (Almaliki et al., 2019).
According to Daniela & Attila (2013), Auditing improves accounting information credentials
through record matching and evaluating internal controls. Furthermore, it evaluates the reliability
of accounting information, calculates and reduces the accounting error risk, optimizes the
efficiency of accounting transactions recorded, creates SWOT analysis (strengths, weaknesses,
opportunities, and threats) of accounting stirs and reviews the whole management system
(Daniela & Attila, 2013).

Moreover, Ejoh & Ejom (2014) exposed that Auditing involves the preservation of
accounting records, safeguarding assets, and adhering to procedures and practices. Ebrahim &
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Fattah (2015) found that audit quality was good owing to adherence to international auditing
standards and local audit regulations. Internal auditing, on the other contrary, evolved as a
separate subset of the vast accounting industry, employing basic accounting concepts and
procedures (Sieber, 2022).

Reliability

The reliability of financial information can be defined by Alsabti & Khalid (2022) as the
constant validation and use of financial information by creditors and investors. Financial
reporting is generally impractical without reliability and credibility (Toms, 2002). AIS success is
dependent on reliability, according to Harati-Mokhtari et al. (2007). A reliable accounting
information system (AIS) is also characterized by reliability, according to Butler & Gray (2006).

A precise, inconsistent level of control and flexibility has been observed in Accounting
Information Systems (AIS) (Ruggeri & Rizza, 2017). Therefore, selecting an accounting
information system (AIS) assessed dependability (Chenhall, 2003; Harati-Mokhtari et al., 2007;
Scandura & Williams, 2000). As a result, AlS reliability was used to identify its impact on
internal auditing efficiency; therefore, internal auditing should be based on AIS reliability and
accuracy (Qatanani & Hezabr, 2015).

Moreover, it should be able to understand how AIS is developed and operated and how
the controls are activated. As most organizations become more practical because of globalization
and competition, their Accounting information systems (AIS) may be vulnerable to attack from
inside and outside (Hla & Teru, 2015).

Thus, the first hypothesis can be formulated:

Hi: The reliability of accounting information systems positively impacts internal audit efficiency.
Relevancy

Relevance refers to the ability of financial information to assist users in making decisions
about inadequate resources and assessing performance accountability. Hla & Teru (2015) argue
that information is relevant if it can influence users' economic decisions and if it is provided at
the right time. The findings of El-Dalabeeh & Al-Shbiel (2012) and Ladan Shagari et al. (2017)
support the notion that AIS factors play an important role in relevance. Relevance is a proper
measure of accounting information's quality. Thus, the relevance of AIS was adopted to identify
its impact on IAE so that relevant accounting information can influence the decisions of those
using it, such as auditors and managers. Furthermore, it simplifies comprehensive knowledge,
making it easier to make decisions in any problematic situation (El-Dalabeeh & Al-Shbiel,
2012).

The following hypothesis is suggested:

H,: The relevancy of accounting information systems positively impacts internal audit efficiency.
Audit Committee

The audit committee is a subcommittee of the representatives of supervisors of joint stock
companies that controls the financial reporting process.
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A company's audit committee comprises several members of the company's board of
directors selected from among them, as defined by Butler & Gray (2006). A committee of three
to five non-managerial members is responsible for maintaining the external auditor's
independence from management. On the other hand, a committee of the American Institute of
Certified Public Accountants investigates illegal actions by senior management in joint stock
companies. It includes at least three non-executive board members with financial and accounting
experience. Mosier & Skitka (2018) describe how to carry out the organization's responsibilities
in a comprehensive guide.

A committee will oversee the relationship between external and internal auditing. Both
internal and external auditors are audited to improve their effectiveness, efficiency, and
independence from management. Besides the Audit Committee's authority to choose external
and internal auditors, they submit their reports to a specialized committee composed of external
managers. Thus, auditing will be improved, and investors' interests will be protected (Al-Waeli
et al., 2020).

Guragai et al. (2017) state that the audit committee's primary duty is to oversee the
company's financial reporting, financial performance, and internal auditing efficiency. Audit
committees are based on two pillars of responsibility: management's obligation to the board of
directors and the board's responsibility to stakeholders. Since the audit committee monitors the
firm's external and internal audit a process, its role closely relates to the board's oversight
function (Ruggeri & Rizza, 2017). As a result, the study recommended an internal control system
that prevents unauthorized individuals from obtaining sensitive information installs alarms and
tracks computer movement. In this study, it is proposed that the audit committee reduce the use
of accounting information systems to improve the efficiency of internal auditing. Additionally,
auditors should moderate factors affecting accounting information systems (Reliability,
Relevance) and internal auditing efficiency. As a result of prior discussions, the following
hypotheses have been developed:

Ha: Audit committee enhances the positive effect of reliability on internal audit effectiveness
Hy: Audit committee enhances the positive effect of relevance on internal audit effectiveness
Reliability
Hy
i P 3.984%==
i 0 Auditing
: ATS 30765 Intelrua]
' - - efficiency
: - - | 2.842¢
Relevancy Ha~
Hy

Aundit committee
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FIGURE 1
CONCEPTUAL RESEARCH MODEL

METHOD
Data Collection

The sample comprised 690 subjects, 33% from public enterprises and 67% from private
enterprises listed on IXS in IRAQ. Financial accounts managers, accountants, internal auditors,
external auditors, and audit committee members should be surveyed.

The questions considered in the questionnaire were derived from literature reviews and
previous studies (Scandura & Williams, 2000) (Chenhall, 2003); Tan (2016); (Qatanani &
Hezabr, 2015). Thus, to evaluate reliability (RIS), we adapted the scale developed by (Harati-
Mokhtari et al., 2007); Ladan Shagari et al. (2017). The items related to the Relevance (RVS)
were adapted from Ladan Shagari et al. (2017). In our study, we used a five-point Likert scale,
where 1 is strongly disagreeing and 5 is strongly agreeing.

Data Analysis

Firstly, to assess the questionnaire's psychometric properties, we examined item loadings
by conducting factor analysis, Cronbach's o score the constructs, Kolmogorov—Smirnov test, and
exploratory factor analysis.

In order to test the proposed hypotheses, Smart PLS was used to investigate the
association of additional independent variables. F-Square generated cross-validated redundancy
(Q2) and goodness-of-fit models and provided statistical interpretation of R and (R2)
coefficients.

Finally, collinearity analysis was used in this study to test correlation coefficients and variance
inflation factor (VIF) values, and the tolerance coefficient.

RESULTS
Exploratory Factor Analysis (EFA)

For all the items, loadings higher than 0.7 were obtained. Table 1 summarizes the results
of the exploratory factor analysis measurement of sampling adequacy and Cronbach's alpha
coefficient values.

Table 1
RESULTS OF VARIABLES ADEQUACY
Statement AVE | CR
Reliability (RIS) 0.638 | 0.934
Relevancy (RVS) 0.661 | 0.940
Internal auditing efficiency (1A) | 0.640 | 0.956
Audit committee (ADC) 0.654 | 0.961

For each construct, high EFA values were obtained. Also, Cronbach’s o scores were
higher than 0.8, which indicated internal consistency and reliability for the elements of the
scales.
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Table 2 indicates that Data reveal that Cronbach's alpha coefficient ranges from 0.709 to
0.823, with values up to 0.8. Therefore, the data is exceptionally reliable. Furthermore, the
Relevance and Audit committee contains ten items with a high Cronbach's Alpha coefficient.
Cronbach's Alpha values range between 0.709 and 0.823, demonstrating the variables'
credibility.

Table 2

CRONBACH'S ALPHA COEFFICIENT TEST
Variables Cronbach's Alpha

Reliability (RIS) 0.824

Relevance (RVS) 0.734

Internal audit Effectiveness (1A) 0.825

Audit committee (ADC) 0.723

Average Cornbrash’s Alpha of all variables 0.776

Table 3 illustrates the significance of the correlation at 0.01 levels, suggesting relevance
IS more important than substantial levels. The Pearson correlation coefficient of the Relevance
variable indicates a high level of correlation with other related variables. The Pearson coefficient
indicates a high correlation between reliability and other variables. Finally, the audit committee
variable is significantly correlated with other variables.

Table 3

PEARSON CORRELATION TEST

Pearson ADC IA RVS | RIS
Correlation

ADC 1,000

IA 0.899** | 1.000
RVS 0.772%* | 0.798** | 1,000
RIS 0.758* | 0.787** | 0.766** | 1.000

Note: 1 Correlation is significant at the level 0.05 with (2-tails).

Table 4 shows that the data do not survive the collinearity test. Two methods for testing
for multi collinearity are correlation coefficients and variance inflation factors (VIFs). Combine
all predictor variables into a correlation matrix and look for coefficients greater than .80.
Correlations between these variables are strong. With a VIF of 1/Tolerance, the tolerance
coefficient should not exceed one (Wheeler & Tiefelsdorf, 2005). VIF values should never
exceed ten; the best-case scenario is less than six. The table of collinearity tests shows that the
data are not problematic.

Table 4

MULTI COLLINEARITY TEST

Variables Collinearity Statistics
Tolerance VIF
Reliability (RIS) 0.345 3.065
Relevance (RVS) 0.343 3.033
Internal audit Effectiveness (1A) 0.357 3

Audit committee (ADC) 0.434 2.453

Data Analysis Using PLS-SEM Smart PLS
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The results of the regression analysis are shown in Tables 2-5.

The first hypothesis theorizes that the reliability of accounting information systems (RIS)
positively impacts internal audit efficiency (IA). According to Table 5, the coefficient of RIS is
significant. The B value was 0.231, and the p-value was 0.000, The significance level is less than
0.05. Therefore, at the specified significance level, the model is significant. Therefore, the first
hypothesis is supported, and the RIS variable significantly impacts IA.

Table 5
REGRESSION ANALYSIS RESULTS FOR THE FIRST HYPOTHESIS
Coefficient | Std. Error | t-statistic p-value
Reliability (RIS) 0.231 0.059 3.984*** | 0.000***
R Square = 0.301; Model F- Square = 0.161

The second hypothesis suggests that the relevancy of accounting information systems
(RVS) positively impacts internal audit efficiency (IA). The results in Table 6 show that the
coefficient of RVs is significant. Regarding the significance of the model, B is 0.233, and the p-
value is 0.000, indicates that the model is statistically significant at the significance level of 0.05.
Therefore, the second hypothesis is supported; RVS significantly influences IA.

Table 6
REGRESSION ANALYSIS RESULTS FOR THE SECOND HYPOTHESIS
Coefficient Std. Error t-statistic p-value
Relevancy (RVS) 0.233 0.069 2.842* 0.000*
R Square = 0.682; Model F- Square = 0.335

According to the third hypothesis, the audit committee's role moderates the reliability
effect on internal audit effectiveness. Table 7 illustrations that B is 0.214, and the T value is
2.180; this indicates a significant positive moderate relationship between reliability and internal
audit effectiveness. Therefore, the researcher failed to reject the hypothesis.

Table 7
REGRESSION ANALYSIS RESULTS FOR THE THIRD HYPOTHESIS
Coefficient Std. Error t-statistic p-value
ADC x RIS 0.214 0.071 2.180* 0.050*
R Square = 0.562; Model F- Square = 0.289

A fourth hypothesis suggests that the audit committee's role moderates the relevance
effect on internal audit effectiveness. Based on Table 8, the correlation coefficient is 0.309, and
the T value is 3.076; therefore, relevance and internal audit effectiveness are related significantly
but moderately. As a result, the researcher did not reject the hypothesis.

Table 8
REGRESSION ANALYSIS RESULTS FOR THE FOURTH HYPOTHESIS
Coefficient Std. Error t-statistic p-value
ADC x RVS 0.309 0.066 3.076** 0.007**
R Square = 0.682; Model F- Square = 0.335
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CONCLUSIONS

This study examines the relationship between accounting information systems and
internal auditing efficiency in lraqi companies listed on the XIS. Furthermore, accounting
information systems impact auditing efficiency. Developing the SEM model and testing the
hypotheses presented are essential components of study. The subsequent study conclusions have
been drawn based on these factors. Preliminary tests indicate that the questionnaire is consistent
and stable, and the data are valid and reliable before conducting the exploratory factor analysis.
This research model can be constructed based on the constructs identified by the exploratory
factor analysis.

An analysis of the study constructs reveals that all items in the constructs assess the
constructs intended for the study. The items were chosen from previous research, indicating that
they can provide accurate measurements. Data analysis indicates that the data align with the
research model, which accurately represents the relationship between variables in terms of
structural relationships. Based on the assessment of the SEM model, it was determined that the
model accurately matched the data and validated the suitability of the structural model. As far as
achieving the target objective is concerned, the results confirm the effectiveness of the research
model.

All direct hypotheses are supported in the hypothesis testing several studies support these
finding. There is no doubt that the constructs that represent the main characteristics of AIS have
a significant impact on internal auditing efficiency, demonstrating the importance of accounting
information systems. Therefore, this refers to the reliability of the constructions in achieving the
study's objectives and analyzing its findings. Based on the significant effect, a more controlled
auditing environment can be achieved as a result of accounting information systems.

Furthermore, the audit committee's moderation was significant in all relationships, as
suggested in the third and fourth hypotheses

Implications

Regarding the theoretical implications, it will provide accurate and factual advice on
improving IAE in Iragi companies listed on the IXS; it will enable investment decisions to be
implemented on the platform and overcome obstacles. In addition, the International Accounting
Standard Board (IASB) and tax officials will also use study data to enhance internal audits and
develop legal regimes.

As for the practical implications, the study will provide experimental results on the
abilities and skills of accounts and financial managers, accountants, internal auditors, and audit
committee members. In addition, the study involves the creation of a new audit committee. Early
research focused on programs and parts, paid capital, and governance.

Limitations and Future Directions

Some restrictions of study can be declared; Firstly, the sample comprised the top
individuals with Xl's responsibility in Irag. A more comprehensive sample may be helpful in
future studies. Also, this study used factors of accounting information systems such as reliability
and relevancy as variables affecting internal auditing efficiency. Future research may include
other variables such as System Integration, Flexibility, and strategic advantage.
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