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Abstract

The aim of this study is to investigate the effect of glectsonic auditing on
reducing financial risks by considering the mediatig@ role of financial
transparency and internal controls. The presentysttdy is applied in terms of
its purpose, descriptive-survey in nature, and/cross=sectional in terms of
time. The statistical population consisted 0%,400 financial employees,
internal auditors, and managers relatéd%e auditing in the Iragi Ministry of
Interior. The sample size was determined,as 200 people based on the
Cochran formula and was selected using a stratified random method
proportional to thegsize. gihe data™eolfection tool was the standard
questionnaire of Scott'et al.{(2046). Content validity was confirmed by the
opinions of professoks “and<eonstruct validity by confirmatory factor
analysis (mean“extracted vagiance 0.59 to 0.65 and composite reliability
0.83 to 0.89)gReliahilty was calculated with Cronbach's alpha coefficient
(total 0.85). _Data weke analyzed using Pearson correlation coefficient,
multiple regression, (SPSS 27) and structural equation modeling (Amos
24). Wheyreseasch findings confirmed all hypotheses. Electronic auditing
had a pesitive,and,significant effect on reducing financial risks, increasing
financialf@ransparency, and strengthening internal controls. Financial
transparengy and internal controls also directly reduced financial risks. The
indirect effect of electronic auditing through internal controls was stronger
than the path through financial transparency. The structural model
explained a substantial share of the variance in reducing financial risks,
and the calculated fit indices indicate a favorable fit of the model
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(CF1=0.95; TLI=0.94; and RMSEA=0.061). Finally, the results showed
that the use of electronic auditing in the Iragi Ministry of Interior leads to
a significant reduction in financial risks by increasing transparency and
strengthening internal controls.

1. Introduction

The rapid expansion of information and communication
technologies has significantly transformed traditional accounting
and auditing systems worldwide. In today’s digital era, organizations
are increasingly required to adopt advanced technologi€al solutions
to improve operational efficiency, strengthen finafiCia ight,

and mitigate financial risks. One of the most im ents
in this field is the emergence of electroni ich has
become an effective instrument for enhanei , Speed, and

reliability of auditing processes. Unlike
that rely heavily on manual
documentation, electronic @udi
integrated financial systems, @at
and automated monitoring to&
more accurately an iclently.

Financial risks
by governme& I
where administra ption, weak internal control systems, and
lack of trafispakenc en undermine financial performance and
Iraq, a developing country that has experienced
onomic instability over recent decades, faces
signific lenges in managing public financial resources. In
particularythe Iragi Ministry of Interior, due to its extensive financial
responsibilities and strategic role in public administration, is
exposed to various financial risks, including fraud, financial
mismanagement, reporting errors, and inefficient monitoring
systems. Consequently, improving auditing mechanisms within this
institution is essential for ensuring accountability, transparency, and
efficient allocation of public resources.

Electronic auditing can play a vital role in addressing these
challenges by enabling continuous monitoring of financial activities,
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rapid identification of suspicious transactions, and timely detection
of irregularities and fraud. Furthermore, electronic auditing
contributes to improving financial transparency and strengthening
internal controls, both of which are critical elements in reducing
financial risks. Financial transparency allows stakeholders,
regulatory institutions, and policymakers to access accurate and
reliable financial information, while effective internal controls help
organizations prevent operational errors, misuse of resources, and
financial misconduct. Therefore, the present stu aims to
investigate the role of electronic auditing in reducingsfi 1al risks
in the Iragi Ministry of Interior by examining t
of financial transparency and internal controls.

2. MATERIALS AND METHODS

The present study is applied in terms of ose because its findings
can contribute to improving auditing pracedures and financial
management practices withi ental organizations. The
methodology employed is deSeri rvey, and the study is
cross-sectional. The statistical population of the study consisted of
400 employees, includi cial staff members, internal auditors,
financial manager nel associated with auditing and
ragi Ministry of Interior. To determine

accounting activjties i
the sample Si C
of 200 res ts. Rarticipants were selected through proportional

pling to ensure adequate representation of

collect nducted using a standardized questionnaire adapted
et al. (2016). The questionnaire included several sections
related to electronic auditing, financial risks, financial transparency,
and internal controls. All questionnaire items were measured using
a five-point Likert scale ranging from “strongly disagree” to
“strongly agree.”

Through automated auditing systems and digital monitoring
technologies, organizations can identify financial irregularities more
quickly and implement corrective actions before substantial losses
occur.The stronger mediating effect of internal controls compared to
financial transparency indicates that establishing robust and
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automated control mechanisms is particularly important in public
organizations such as the Iragi Ministry of Interior. Since many
governmental institutions in developing countries continue to
experience weaknesses in traditional control systems, the
implementation of electronic auditing can significantly strengthen
monitoring capabilities and reduce opportunities for corruption and
financial abuse.

From a practical perspective, the study highlights the necessity of
investing in modern auditing technologies and digital infrastructures
within public sector organizations. Policymakers and{government
authorities should prioritize the development of integratedelegtronic
auditing systems, provide specialized training pregramssgratiditors
and financial staff, and establish supportivg, legal*framéworks to
facilitate digital transformation in auditingypractices®In addition,
strengthening cybersecurity measures and “protecting sensitive
financial data should be considered™eSsentiab components of
electronic auditing implementatiops

Overall, the study concludes‘thatelectronic auditing is not merely a
technological innovation but aystrategi® necessity for improving
transparency, accountability, and figantcial stability in governmental
institutions. The findingsimay also serve as a useful framework for
other public organizationsg Iraq and similar developing countries
seeking to madernize thetgfinancial oversight systems and reduce
financial risksghreughydigital transformation.

To ensure“the validity of the research instrument, both content
validity and comstruct validity were examined. Content validity was
confirmed’by®a panel of university professors and auditing experts,
while construct validity was assessed through Confirmatory Factor
Analysis (CFA) using Amos version 24. The Average Variance
Extracted (AVE) values ranged from 0.59 to 0.65, and Composite
Reliability (CR) values ranged from 0.83 to 0.89, indicating
satisfactory convergent validity. Reliability of the instrument was
also confirmed using Cronbach’s alpha coefficient, which yielded an
overall reliability score of 0.85.

Data analysis was carried out using SPSS version 27 and Amos
version 24. Descriptive statistics such as mean and standard
deviation were calculated to describe respondents’ characteristics
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and study variables. Inferential statistical techniques, including
Pearson correlation analysis, multiple regression analysis, and
Structural Equation Modeling (SEM), were employed to test the
proposed hypotheses and examine direct and indirect relationships
among the variables.

3. RESULTS AND DISCUSSION

The findings of the study revealed that electronic auditing has a
significant positive effect on reducing financial risks in the Iraqi
Ministry of Interior. The path coefficient between electr@nic auditing

and financial risk reduction was statistically 31gmf A42),
indicating that the adoption of electronic a can
effectively decrease financial errors, fraud al risks
This result demonstrates that digital ies improve
the efficiency and accuracy of finan ring processes and

provide timely detection of irregular f|n ities.
The results also showed that ele
significant impact on financial tr
believed that electronic audi

accessibility, and reliability, of

cy (p=0.38). Respondents
s improve the quality,
ncial information and reports.

Enhanced transparéqcy ributes to better decision-making
processes and incr countability of managers and financial
personnel. FdPthe ore, study found that electronic auditing

ternal controls within the organization (f3
entation of automated control systems,
ing tools, and digital authorization procedures
an errors and enhances organizational supervision
erations. Internal controls were also found to have

emphasizing the importance of effective control mechanisms in
minimizing fraud and financial misconduct.

In addition, financial transparency was shown to significantly reduce
financial risks (B = 0.35). Transparent financial reporting limits
opportunities for manipulation and increases organizational
accountability. The findings further revealed that the indirect effect
of electronic auditing on financial risk reduction through internal
controls (0.225) was stronger than its indirect effect through
financial transparency (0.133). This suggests that strengthening
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internal control systems is a more influential mechanism through
which electronic auditing contributes to financial risk reduction.

The structural equation model accounted for a considerable
proportion of the variance in financial risk reduction (R? = 0.62),
suggesting a high level of explanatory power. The overall model fit
was confirmed by all indices: the comparative fit index (CFI = 0.95)
and Tucker—Lewis index (TLI = 0.94) both exceeded the
recommended 0.90 cutoff, while the root mean square error of
approximation (RMSEA = 0.061) fell within the acceptable range of

< 0.08, thus supporting the adequacy of the hypothesized ork.
4. CONCLUSION

The findings of this study confi signifiéant role of
electronic auditing in enhancing fina vernance and reducing

financial risks in governmental institutions. The results support the
assumptions of agency thecw, st older theory, and institutional

theory by demonstrating that electrenicauditing reduces information
asymmetry, increases accountabilit

improves organizational

transparency. %
Keywordss Eléctron iting, Financial Risks, Financial
Transparengy, rial Cantrols, Ministry of Interior of Iraq
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