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Abstract

The research aimed at clarifying trends in the financial depth index
in Iraq during the period 2004 — 2018 as an indicator reflecting the
extent to which the financial services sector has developed or
contributed to economic activity, represented by banking and non-
banking intermediary financial institutions, through their role in
mobilizing the savings of economic units in their investment areas
that Realize additions to the economic sectors were achieved by
affecting the money supply. The weakness of this contribution to the
promotion of economic growth was evident due to many subjective
and objective factors.

Keywords: financial depth, money supply, GDP, public and private

financial sector.
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.. ALEX MUKUND,(2004), THE RELATIONSHIP BETWEEN FINANCIAL
DEEPENING AND GROSS DOMESTIC PRODUCT IN KENYA, Journal of
Development Economics , 55 -74 ,(p.3) .
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. Gisele Ferreira, Teriyaki Financial development and Economic Fluctuations

Anadolu University ,Economics Department, Eskisehir , Turkey , (PP.89-91).
10 Stefan Krause and Felix Rioja , Financial Development and Monetary Policy
Efficiency Emory University,2006 , (P.1-3).
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L -bid,(p . 4).
s okl VY
- Stugort Vitols, Changes in Germany's Bank — based Financial System . A
varieties of capitalism perspective. Berlin, March, 2004. p.2
- Richard Sylla & Robert E.Wright, Networks and History's Generalizations:
comparing the financial systems of Germany, Japan, Great Britain and the
United States of America, Business and Economic History on-line, 2004.p.15.
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- Ahmad Kaleem , Modeling Monetary Stability under dual Banking System : the

case of Malaysia, International Journal of Islamic Financial Services, 2000,
No02.p2.
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22.2 28.9 157,026 120,626.6 34,920 2008
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32.0 50.1 273,588 174,990.2 87,679 2013
34.1 51.7 266,420 175,335.4 90,728 2014
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17. Escwa. Economic Trends and Impact: Banking Sector Lending Behavior and Efficiency in

Selected Escwa Member Countries, New York, 2005, Issue No.3, (pp.30-31)

51D A ¢ alary Aasla ¢ 3l & ol sall e b ead) Sleall jslai il Gl ¢ Gt des jlee -
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20 - Sanjaya Kumar ,(2015), Measuring financial development in India, Pradesh, India .(p .192).
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Abstract:

The aim of the research is to study the effect of inflation on the
profitability of shares of a sample of companies contributing to the
Iraq Stock Exchange, and the research community represents some
sectors listed in the Iraq Stock Exchange and the research sample has
some selected companies in the period (2004-2018), and in order to
achieve this, the research employed a form Self-regression with non-
linear distributed slowdowns (NARDL), and the research reached
several Results, the most prominent of which was the existence of a
long-term non-linear effect of the phenomenon of inflation in
earnings per share for the sectors of the Iraq Stock Exchange, and
while the most prominent recommendation was

Key words: stock market,profitability of the share ,inflation,NARDL
Financial Measurement.
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Abstract

In this extension study, the research deals with the investment of
financial surplus made by the insurance companies and its impacts
on insurance policies from one side and how it is impacted by the
economic inflation from the other side, knowing that the study has
been conducted theoretically and Practically. Thus, the study
includes two main directions. The first direction deals with the
investment concept in general and the investment in the insurance
companies in particular in terms of its conditions, the investment
size, its sources and the main areas of investment that insurance
companies should follow in order to achieve their goals where their
financial surpluses are invested and the areas that should follow to do
so, which is the profitability while ensuring the true assets of the
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invested funds and maintaining an adequate amount of cash
availability to cover their obligations for document holders and
expenses incurred with their insurance activities. Leveraging from
the investment returns to follow an insurance policy enables the
Increase in its activities and expanding its operations in competition
with other major companies in addition to compensating policy
holders of life insurance because of the decrease in their insurance
value as a consequence of the economic inflation during the
insurance period. The second direction in this study focuses on
applying all principles mentioned above on investing financial
surpluses in lIragi insurance company as it includes the areas of
investment, its size and development, and the returns resulting from
the investment of its financial surpluses during the years of (2015-
2019), including also analyses, measurements, and statement of their
average rates and returns to draw the conclusions and
recommendations by doing so.

Key words : financial surpluses — investment - insurance companies

— Investing policy .
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The Role of the Banking Sector in Supporting
Entrepreneurship
Arab countries as a model
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Abstract

The research aims to review the most important intellectual
trends framing the role of the banking sector in supporting
entrepreneurship and explain its mechanism and transmission
channels, in addition to exploring a quantitative model that is
characterized by objectivity and the ability to diagnose the nature,
size and direction of that role, using the methodologies of pooled
regression (PRM), fixed effect (FEM) and random effect REM
which are based on Balanced Panel Data for a sample of nine Arab
countries for the period (2006-2017). The results of the assessment
revealed the significance of the role that the banking sector plays in
the Entrepreneurship Index for the Arab Group and throughout the
study period through the participation of the two variables of bank
credit granted to the private sector/GDP (BC), and net interest
income / interest bearing assets (TD) in creating a negative impact.
In the Entrepreneurship Index (ADU), against the positive impact of
the variable of the banking sector / GDP (ASE) assets, which reflects
the link between the banking sector’s role in supporting
entrepreneurial activity with the idea of conditionality, which
requires moving away from what is known as the phenomenon of
financial replacement and directing part of the resources The
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investment of the banking sector towards entrepreneurial projects,
based on the lack of funding, one of the most important obstacles
facing entrepreneurship activity.

Key words: banking sector, entrepreneurship, financial replacement,
balanced panel data.
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Copmy Lol cad Gpaleial) s oL Gald) e sl ) gagiske Juadl
leiealial Ao Al lSHa) 8 L) s ol W e JW Jlaia)
el 30l aan paliyy Ga dalial Jsa) ) Jsasll 3 sa0al) lSal

(Lluss"a, 2009, 5)(Beck & Levine, 2002, 147-180)
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(Wujung&Fonchamnyo, 2016, 118-124) 4alall

Ead) dsanl o
52y 8 55i5all alsall 48 ghime Cilyuiia 2l oday ¢ A yaall ¢ Usill 4lSa) (pe WU
lgaday sla@y) cilelld 3L o olld (ulSaily clgena ety ped (e cJleeY)
DDAl (5330 apa g b aabludl Gl dnaal e la clgaiy L gal Ciluiaiia (38a0 gad
lesbey Al Aula V1 OBV e exd ) (Say ) Ll e lal) MAS) g

(e 3l Al pang A A padl g Uail)

sinaall g Uadll S0 L Al Lagus allad) (laly 8 JleeW) 50k Ol s puiads
Gl A il B s - lyginnd) Gl 05 8 Lpgns 0L b ooles 53
el sy o pad) g ladll jn 5l oladly dxga Lo 2 0alil) (i) dapa

$lee ¥ 3alyy e El Glld aan g 301 ales $Agpel) Joall e die b

L) A e

S ipad) g Uil sl oylanall ASall Slalad) bl (aheind ) Caad) e
gobua) - 3gail oy e sle calliml <yl Al s JleeV) 0l ac
e ds0 9 e Al el dlld sladly daplay dad el o B S
.(2017-2006) sl
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O edl) U satiedl) Amgiall dldie] a3l Slidly el Cilaal Gaiad A
lai®y) dppadl) clubally clphill (el Gday oladl (Guad) Gl
& radl gl s jilad iy aa)s paail Cia) gage Gl Al
Juat Sl Lad) bl slai@y) bl sadind s A6 eladly (JleY) sal
VI dmgies (FEM) il ) dagies (PRM) mpentll jlaaiVidiagio
Balanced Panel Datadijlsiall dagajaltibladl ) aiid Sl (REM)  Alsdal)
Al Jsall 8 Jlee¥ salyy 8 dpeaall plaill jp0 I ladly i Cang

Giagd) dgaa @

4l agaat) i

degene o dnladl Ll Gluhall 8 dasla 8 e 2badU cdaagd) 3351
caaiall el CHLYI (lee ccpmll dprgmad) (3hall) Le Jp0 9 (e LS
ailiad dia (e Aliie laaey ailidail 23S (cumall ilhadl (V1 ¢l
caubidls doe Laiay Laliaidy)

Ailasl) agaall .o
(2006-2017) (o <aial Lyswss Alysha dyia) 558 Candl e
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ol sl 3smal Aol Cilusall galps Gl e (it o) LSl
Gy gl Al Eganlly Gluhall e paell el i aaal) la b L sl Gl

P IS Lganl (i Koy cdilide cilialy bl
¢(2004-2001)5200 4pali s dasiiia 43 (41)J lanse LIUss a(2009) duslys oyl
Agall Jgo 8 Jleell 30l bl o dpad) gl 4 50 duhy Chag
aal il e A€ alall gl asidl ) GLEY) jdge aladiul
e 5 dla b5y ¢ SbaB) 8 D ad) leadl) pugl (alieS JleaY)
iradll g Uil Lanil e S asmy I Auhall Cilag ¢ Ayl sl 5l
el skt SSY) Al Aa) il bl (6 e Gllially (salpl) Llal e
Usasll & S 58 Jlae¥) gyl isiu ¢ L) Ghs¥) Glond 5l Calian il
i pae Aalal dlbic A Glalll oly dplaill Jlel) dale gaea b Jisaill
Ge el g O gl e ¢ el Jdaal) il (e BasS ST Al Gl

el Jle¥ 30l eV ane o Llasl Gy Lo dglaill Jlae Y o Lady )il
Jisall )l Jsaslls bl aY) sae 48l (2015) Abubakar  duly cazals
& Slseall G bl cipelals (Ll JleeY) saly) adine sk e Laa il
Y @ilsall Jia JleeY 5ol 48l daetal) clulpdl Gl s ¢ Jsaill ) Jguagl)
e ¥ 53 alal

siradl gkl s gn Jelil) diss Jen Kar&Ozsahin (2016) aw
¢(2009-2004) saall 455Ul Gaudl ol (e dga 17 & Jleel) 3345
pdidl) L) jiney lgie sumall ) g Uadl) dpal lagV) V) alil) ¢yl
JleeY il Lo palal) g Uaill
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Slo padl g il ipan il (2016) Wujung&Fonchamnyo s cudial
O o il Jand) il aSiee(2013-1980) saall 50l 8 JlacY) 50l
ooladc haaal L o 5yally el oLVl lgie jixall (8 padll g Uadll 4
eV salyy e Lula) 1,3k

sl o cpbaddl ) Jsedll il Fan & Zhan.(2017) auhe clyls
clily sldely ouall 4 delual9; daklic 310 clily aaiul kel
Sl Jsaill eV ame gl o) il cijelal «2014-200552al dpsail Al
eV 33l ana ady I s35 Cijlaall

(Empirical Methodology) 4wl dagial ¥

Ll Alalpas ¢lgiianai ) dyyatlly dpplaill HlY1 ) sl cpoli Lo g pun b
Al Bl Y ) Jseadlls Al il clumyil Tasly oog AV Ay
chiall) duhall ki Astias A Jls ol S zisal aveal Ay
[o50al ) ilay ¢ eal) Jaall ol 3 Galad) Ladyly ralidia) 4 )
(Hea¥l sl lil) W dpadll g Uil Clagmsas 2ilh Jasd Sl Cilagasall
Aasaiall bl Csluly Capey Lo alasind 5 c(adieall padll) Jlee¥ saly,
-2006) spally dnyll Jsall (e 4uxl (Balanced Panel Data) 43l
saalin (108) drieil) Alulidl cilaalia 2ae @dl 52 5(2017

byl jalaa .
oo dsale IV coulia e (Auhall die) Lyl Glall) Ll cll) jalias calas)
Global Financial Development — dwlall ddldl dpenll bl 3acld
09 Glpise Gl galdlly World Bank  Jsall @bl es)0ball Database
cAlaa¥ ol sl N paladl GladYl) Al clpiid) el g Ual
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Adinall yriall L)
Oe 8%l Alayall 8 JleeY) salyy Ll Jla) DA e Sl salyy Jia &
Silgl —Jaadl s B 0adi 1000 JSI Gyaa Alasd) S50 220) gl jac
sl Jlee¥) ddaiil djlae i 4 LS (Llebd 5 150m atlee ol o)
Algasd) 3 (alal) g Uadl) Sy Lgie umall Gulll saag alaiely ¢ dsall il

( «(Lluss’a, 2009, 5) «(Bayar, Gavriletea&Ucar, 2018, 1-11). 5353l
Wujung&Fonchamnyo, 2016, 118-124)

ol Lapyat Jlee¥) 33l (3 el g Uil )50 prpna gilt "Aliiadl) i) ]
Mdie) & dlld (i cilgla Al dalaiVly Ll clubally 4yl Sy )
Loty lesas WJS) e s o dpaall g il ol ge ueill Ciyine 4D
teb WS bl @l 38 (e

aay5 ((BC) Jea¥) Jaall zilill M) (alall ¢ Uill mgiad) dpadll Glty) @
i) Glahall b Lelasiiulg le sl Apeadl) g Ul ki (Wl clydse S g
Gl Dlsall Ganads 3ol (ggiuas Al Al ana e i) 8 4yl
Gld daald) Glald)h 4 pald S slaiiy) 8 dpead) g Ul Lewjle o (Sa
Aiad ¢ &) « (Asiama& Mobolaji,2011,5) 5 sull il i (e Zallall il gisall
(Ross et skilly ¢Ia¥) (e dlle Cilyginny Apadll g ladll aisi e J5 Losale

(2018) Leiacic) Al A yail) ciluhally caciaall dppedil) Sl ysriall Cilpdine Jon apall L
Wujung and Fonchamnyo (2016)<LIluss"a (2009) <Bayar, Gavriletea&Ucar
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JlaeW) salyy Lli 5y L al., 2000,31-77)(Asiama&Mobolaji,2011,5)
(Lluss™a, 2009, 1) «(Wujung&Fonchamnyo, 2016, 118-124)

sl a:(ASE) Jea¥) Asall bl (e G jad) ¢ Uaill Clagasae
ae el 8 ahid) Gl i S ) Basdl e peill ALy daguall
adl il U Galal) g Uil sl pad) QLT 85 cus U Las
Oo ki Al adlagl gl ASslaall Clagagall £ senay Ay Guldy 52y ¢ JleaV)
it il Jyganll AL adlagll Jii ) gAY Alad) Cilialls dplaill &l i)
(Setiawan, 2015, 139-158) ikl

Jaxi Al Clagasall Jea) 586 lend (e dgbial clahy) e duse
x=(Caporal et al.,2014,12) &yadl gUasll 3c i (o jumy sy :(T'D) 32530
o Ugie 28l s Lpusliall 53gad) 3 ALl laddlly gl g e 50l 4l
(Svirydzenka,2016,5) duslie dpapaiiy 40318 45y Jha

leale i) Ay Al 0S8 o ol z3se Aelia (Say pi Lo o Ly
QLN die ueall hpadl g Ul e S Cua bl Aobed) oLy 8
(BC) Jea¥) sl milill o dpi€ aldll gladll L #siaall dpadll
Y las (ASE) SaYlladl ml) (e 2pwiS pead) g Uil Cilasagas
salyy ydse 8 (TD) 526 Jaad Al Clagasall dlea) ) 528l jland (e dglial
OVl Gyl Anall) o Gy My Jlee¥ 30l Ll Jlea) g el JlecY!
e — il il Jleel 2l L) aa il Wle 64 5180m atjlacl sl ¢l
tsh LSy ((ADU) (2> s pdie

ADU = F {BC ,ASE, TD}
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Gl Lolaal dllally 4alai@y) cluhyall 8 « PanelDatadasajell cilil) |
Labiall ULl (ailad o gmeall o W8 e 4y aui Wl aya¥) BV 4
Baxie laagly el ASuelin e Jalaii @€ canly o) (& dnaill Judladly
Ll Glyiad Galadll e A Lgiallee e Slad (Gujarati, 2004,636)
e pey Bpade L3 aall Qi & g lgll oo ol Il dyedadll
¢y « Green (2002) J s bl @l ae Jaleill 25 .(Reyna, 2007, 2)

IS5 Ll lasi) ealia

(PRM) (Pooled Regression Model) saseaill jlassy) = 3gai Y
3 sSeda g2yl bl Jilad 23l Jang) (e (PRM) gazeaill jlasiV) z3sai aay
2 b ol e B 5 By zisal)l Clabee maes @l gl ) asiy
Gl Al Jalas ez dsalll 8 Al (ailiadl) Cdlialy ceil) 5l allal
Appadil) Sl o i o dasmy g (daie) oS lexe Jalxilly daga)all
Alules (S8 Aglaie by desene s 0o ledy cudutia JSG dainall il
Wadll Zadgidl) dadll o zasalll (mjity WS (N * T) = Claalie aaay i)
ar(g;) = 0% Fsdall Lall o )5 lds E(ggr) = 0 nall golas Jlpdal
s i Jlly « OLS dgaladl (gypuall Cilagpall dippha aladinly il 2y «
el s adalial) wread 2l V) Gl Ly e iS5 LYy Caal
(Gil-Garcia& Puron-Cid,2013,205- (877- 898 ¢2016¢laalls (g yaxll)
206)
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A Apall PRM geatll Jlasi¥) zisas 2%y

k
Yie = a; +ZBij(it) +e& i=12...,N t=12,......,T (2)
i=1
(FEM) (Fixed Effect Model)ull 5Y) z3a .Y
dailaiall jue g saaliall pe GBEAY) dgag Gl Je Culll AV = dgad oty
iy o(iael Alulull) Ll o) (LalaaVIeeal (ol ) Apbiall ols
Culgi dsag zasalll Jaily (Al Bl cpdald 5l (Constant)culsiS lexe Jaladill
o Time 4w s JS s 5l «Cross Sectionalali JS a4 laia
Sy Culgll b s caded) aidl 8 sisally Gaaliall e JEY) Ciliiu)
(LSDV)Least-Squares — dpasll lpaiall (gpnall Glagpadl ddyh aladial
t-1 5 «Joall Jiail N-1 23ey daedy Glpaia s AllsDummy Variable Model
O LAY ol (e pisall Sy G L sga iy il Al
S dalyl) 2 dgaill dapa jeliiy cAimll Laliiall Cilasgl)

k

Yie :ai'l'szXj(it)‘F Eit i=12,.......,.N t
i=1
=12,......,T (3)

=y Tuyq;

s ba Tagiars Jansl) Jsa Aflpiall ¢ UadU adall aysill oy
(Clark et al.,2010,7-8)(104-71 2018 ¢« 8al)(&;; 0,02y )<l

(REF)(Random Effect Model) Alsiall 5¥) z3gas ¥
Jalay (REF) Alsiiall 5NV 2358 8 ((FEM) il SN 23508 o gl e
e mgy ) ARl Gy Adlsde allee Wylicl dpejlly dgdaid) SBYI s
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M Gl Al dilpde Glpatia oo Hlhe Aieilly dpmladdl BV o) Z 3l
138 o aedl) s Loy oMbl an 8 Alsde SAS ey hiia sl Jausay
Cilparially Ailsdall SUY) G BLENY) alaadl gy ulud i) e ash g3l
(lsdall Laaa 8 IS o) Agn JS 0l gty (5)3) Blaas (asaill 4yyudil)
Adlsdall B A8l @b (il < e slkError Component Model Uasll
sadl V) z3gar 35Sl ladll (p€e e dilgial o) ¢ Alsdall Uadll Jals
Aul) Ll REM

k
Yit=“i+ZBij(it)+ €it i=12,....... N t
i=1

=12,.....,T (4)
€t = Ui+ & ;
Cun (e gAY Adlsdall ¢ UadV) (ailiad (i 4l (€;) Sl Uadd) aa o das
(Var(e) = 0%) 4uls Uiy (€ = 0) Lieall dadgiall diad 315l
ol Alee 8 (S50 Uad I Jlsdiall Undll Joad Cum ey i Lo s Ay
D =l Y(OLS) dalieV) gyl cilagyall Ayl (8 ¢ z3sail) lalal
daendl (gl Clappal) dipla a235s Losdle 1A ¢ Alsdall Y1 23ga Cilales
M)zl Gldas s =il ¢ Generalized Least Squares (GLS)
(=) ( «(Gujarati,2004,647-649) maall  JSill REF sl
Gl il g e Dl Y zisall LaN(474-445.2017
Ol (Omad & cpiliaa) nylial ol dalld) £33 Panel Data dagawl)
Fodilage ye
erendll sV adsa o Alaliall Fisher JUid) aadiey (J5¥) s ) 8
zsal Aadlay dpdiadl iliall Cajelal 136 L pill 4 FEM <l 3315 «PRM
Al = 3ea¥) i Siyg Alagall pda de (i (ULl PRM ameaill jlasiy)
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Z3sad Aadlay dpliadl il cojelil dla 3 L) ((OLS) dpalell (g ynall ey yal
Hausman (1978) _Laal Gukiiy dptll dlsyall ) JEsY) 24 FEM culil) j3y)
Alsiall chilll zisay FEMInbl chilll zis g d5ld) g
.(Clark et al.,2010,25-27)REM
Zladll pasi L3
O e A Jlee¥) saly o padl pUaill 50 Y iy it ) Jseasl
(illae ) 48y el 58 o) e lagldy a0 (2017-2006) 358l 4y yedl lalil
LS cdpale gl Lgipay < Auhall ey daldll bl 4l las) S
&S by i U Gl Al ((2) &) Galdl (& dsjaad) bl asull i
Ay Galdl 4 axil dsjaa((LLC)Levin-Lin-Chu (2002)1 Jlaal alaasa)
Al JsY) 5 33 e W) Auhall lystie 4 aae el il «(3)
3 Chow-Test (1960) jlial sldic) s sa (s cculihana (o a8 Lo I Taliiud
Gotansal Loy panll dpmjd Jsd 8y5pm (i (2) A sl A Axilil Cun e
V) dagia Al (FEM)culill V) Lagid Gy suidl bl sl
dias & (FEM)culill Y dagie il seny Gl a¥I(PRM) oasenil
.z3sall Panel Datada syl bl
(2) dsxad
Chow-Test sl

Redundant Fixed Effects Tests
Equation: Untitled
Test cross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F 397.671680 (8,95) 0.0000
Cross-section Chi-square 378.845863 8 0.0000

sy caloall gl s e Al Cilbgte alallilaaYlasll e ¢SS

(7) 45 alall L gsnsll ey coplal bl ol Jalaay cglmall CilaiVly
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Eviews10 zaly clajie o alaieYh Galll shae) e Joaall o
Culll V) mlged pa Aty dlalidll Hausman lial il ) sl
o ¢(3) Ay dsaall & dsdidly ((REM) Slsdall 5NV 23ea miliy (FEM)
Zispal iy 5yiall il Bl pte (o ddle Gall Loy Al Apnill Jsh 35
(REM) sl V) Lingie s olaily ady g2l e¥) ((FEM) il V)
(3) Jsaad
Hausman _laal

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects
Test Summary Summary Chi-Sq. Statisti | Chi-Sq. d.f | Prob.

Cross-section random Cross-section random 1.936409 3

Eviews10 maliy clajiae Jo aldieYh Bald) slael (o Joaall o

S 3 (REM) Slsiall Y1 dmgie aldicls cciblane e pafi Lo e sl
glhail  Cligses (GDP(BC)/ualall  glaill adiall  dyadl Loyl
lasasall Jlaal/sldl) jlend o dsbiad) @lalY) sy (ASE)GDP/ i padl
sl Gl 4yl Lailly aie el Jlee¥) 50k i (TD) 5256 Jess il
(0 gopdie e — liley il Jleel i) W) ar cpdlly Lle 64180 atjlaci

(4) dsaall & Leadlis daadlls ((ADU)
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(4) Js

el 3ol yhise b Apadl g Uadll
Dependent Variable: DU
Method: Panel EGLS (Cross-section random effects)
Sample: 2006 2017
Periods included: 12
Cross-sections included: 9
Total panel (unbalanced) observations: 107
Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic | Prob.
BC -1.124132 0.166753 -6.741283 | 0.0000
ASE 1.046170 0.151599 6.900901 | 0.0000
TD -0.243024 0.082220 -2.955781 | 0.0039
C 6.898559 0.191165 36.08691 | 0.0000
Weighted Statistics
. 18.0766
R-squared 0.344908 F-statistic 1
. . 0.00000
Adjusted R-squared 0.325828 Prob. (F-statistic) 0
Durbin-Watson stat 1.127220
Eviews10 zaliy cilajie Jo alaieYh dnlll dee (10 Jsaall o
u,J-' L it (S

OLY))  zisall  Glmid o geme  LE0 2smg e zisall X e
Slalyl Alay ((ASE) GDP/ byadll gl clasase ((GDP(BC)/ Apadl
s llls (ADU) Jlee¥! 53l jise b (TD) 5286 Jead ) il s sall 55

(0.000000) cals dle 4 sinay Lobail Lo sal
Sl dhas ((BC) dpad oladV) eid bl V) cla e
Lailic ((ADU) Jlee¥) 5l b5 3 (TD)sald Jest 0l Cilasa gl /5500
SV el pad) GLa¥) Glsiue gl o) ) el s cgalai@y) Ghidll
S Jony (TD)sild Jaad 3l Clagmsall 525 clal liay ¢ alal) g Uaill
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S1o(-0.243024) ((-1.124132)l; Pleleays Je¥) 53l Gligise mid
Aadail (e 4y Loy ypadl plall jelais 5ol o I Gl agny Layyse Jsil
@ Al gplidl galil g A ) gam 8 el gsiue o Slashes
Sl A JlaiaVl Giymgle 53l Jl 8 clgyhlae g Y dags Ayl ol
SV sl 8 saall S A \ghealial dagi Al 8 & L) ponds
Beck & .Jle¥) salyy blii ans paliy 55 Ge ol oY) dalidl JisaY)
(Llussa, 2009, 5) (Levine, 2002, 147-180)

i5a 8 ((ASE) GDP/ padll g il cilasage el lag¥) 5l G5 o
glin)) of e @) Al dyppaill cluhally 4k B30 (ADU) Jde¥) saly,
&b dalaars (Jlee¥) 50l Ll Gan o dany pead) gl Glagase aaa
.(1.046170)

[radll glaill Clagases ¢(BC) dpadd GLi¥) i gldil e
Lo ueit (TD)saild Jest ) Clagmsall /sl syl ilas <GDP(ASE)
)5 (ADU) Juwe¥) 33 Lise b dlalall ol (<9%34.4908 o)l
%100 3 &g JLS) zagall) & A3yl (gAY dmpcagill Crial
Conclusion daslal) . ¢

Caagll Jee¥) 3ol b dpead) g Uil WS of oSey ) BY) Ay <G
il ladsalS (2017-2006) 358l dypal) Glaldl e 13350 cundl 13g] ansyl
OBl Cumpe ) dupadl) clubally Aplall LY sl Loajeies el
WVl ompenll aaiV) dagiey ABiall sl bl sla@BV) syl Laddieag
Balanced Panel ajlsiall dagaiall bl ) ais Al Alsdall 5Y15 culil
(shyadl g lhaill Clagsay ¢ dpadl gla) of o leadls css) s Data
O s e L JleeVialyy Ll 8 el Jalgall e 223 il iyl il
Dl Jallge JleeY) salyy balis aals Al degall ciliial) aal asl Jiay sl
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sk e eV salyy apliie acd 8 dyead) gl 50 US a8y el 8y55n
sl Y Jgasll 581 Gash 5l cAanlia byl Aalaily ae )iy 330 Adle il
Glais alis uymis aed (b cram 53 V) ggpdall sae a1 daball
DY Bl ale JSG ealai®) Bl e Glay) (et Ly cJleeY) 30l
ledldas b Jaadt of oSay Lliiad) Sigadl) Gl daels dpe a4 e Gl

L8y datill il gie paen A Gl e

(1) =l
L))l iyl Slaa¥) Caua il

ASE ADUU BC TD
Mean 1.710411| 6.829638| 1.551789| 0.499058
Median 1.816506| 6.893574| 1.674769| 0.491362
Maximum | 2.175946| 7.424308| 1.961895| 1.311754
Minimum |-0.995096| 5.848616|-0.867777| 0.217484
Std. Dev. |0.416270| 0.511086| 0.445028| 0.144840
Skewness |-3.236265|-0.391549|-2.364545| 2.281948
Kurtosis | 18.79951| 1.696898| 10.56327| 13.25036
Jarque-Bera | 1299.685| 10.30462| 354.7379| 561.2997
Probability | 0.000000| 0.005786| 0.000000| 0.000000
Sum 183.0139| 730.7713| 166.0414| 53.39922
Sum Sqg. Dev.| 18.36772| 27.68809| 20.99333| 2.223748

Observations 107 107 107 107

Eviews10zsln cilaie Jo slaeWh Balll dee e Jsaal
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aladinly Zoladl) Lgianay Auhall <uaial Panel Datad) <bly d)hdiul Hlidl <3t
Levin-Lin-Chu,2002

Level First Difference
Variables None Intercept 1I'rend e None Intercept VIS G
ntercept Intercept
ADU -0.9248 | -15.0744 | -10.7157 | -5.33792| -6.18002 | -1.80637
Prob. 0.1775 | 0.0000 0.0000 0.0000 0.0000 0.0354
BC 0.60383 | -3.74730 | -2.43227 | -6.57973 | -3.18431 | -4.52868
Prob. 0.7270 0.0001 0.0075 0.0000 0.0007 0.0000
ASE -0.80271 | -2.94352 | -1.10608 | -7.15209 | -3.62658 | -1.12422
Prob. 0.2111 0.0016 0.1343 0.0000 0.0001 0.1305
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D 1.92557 | -5.46611 | -2.67787 | -7.77544 | -6.18178 | -6.04317
Prob. 0.9729 0.0000 0.0037 0.0000 0.0000 0.0000
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Statistict a8 Jic Jeaal) 8 a8l o

ox=Automatic selection of maximum lags ) swa¥h cUay) 558 sldiel S o
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The Impact of Sustainable Growth on Companies Value

Study applied for Industry Sector listed on the Iraq Stock Exchange
for the period from(2010-2019)
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Abstract

The research aims to identify the extent of the impact of sustainable
growth (actual growth rate, and sustainable growth rate) on the value
of industrial companies which listed in the Iraqi Stock Exchange,as
well as analyzing research variables sustainable growth according to
the( Van Horne)model as an independent variable, and the value of
companies (market value) as a dependent variable. The research
community commercial industrial companies listed on the Iraq Stock
Exchange, has been chosen as the (°) fife Industry companies_as a
sample for the study consisted of time series study to (10) ten years
(20Y +-2019).using the financial statements published on the website
Iragi Stock Exchange,This research sought to test the research
hypotheses and the relationship of influence between The variables of
the research, in order to answer the questions related to the problem of
the research and reach the objectives set, For processing the data,it
was used , VanHorn models and financial equations were used within
the Excel program.
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The research reached a set of conclusions, including the low efficiency
of the company's management, which comes through the low returns
of the researched companies due to the weak investments and thus the
low returns on investments.
Keywords: sustainable growth rate, actual growth rate, VanHorn
model, company value )
Ladia
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Abstract

The research aims to test the effect of advertising and announcement
on the profits of the Iragi insurance company, as the research problem
was represented by the varying effect of advertising and
announcement in achieving profits in the company in question, and
the topic of advertising and advertising occupies an important role in
informing the beneficiaries of the services that can be obtained and
therefore this can lead to an increase in demand. Which in turn
contributes to increasing profits, and the research included two
variables, the first independent variable represented by advertising,
and the second variable represented in the profits achieved by the
National Insurance Company during the research period, which
extended from (2010-2019), and statistical methods were used such as
the arithmetic mean, standard deviation and relative importance And
the regression coefficient in testing the hypotheses of correlation and
influence relations to obtain the results in which conclusions and
recommendations are presented. After presenting, analyzing and
interpreting the results of the research, the research reached a number
of conclusions and recommendations. The most prominent
recommendation was to increase interest in advertising and develop
the methods that are used in this because of their role It is important to
enhance the performance of the researched company.

Keywords: advertising, advertising, profits.

The Key words : Advertising, announcement , Profits .
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Abstract:-

The research aims ,specific & analysis to study the constraints of
quality circles in government organization, the choice goes to the
Financial and accounting center to be the study community, the study
problem was the possibility of removing the constraints of quality
circles. Based on the nature of the Study and it's goals the researcher
used the descriptive analytical approach and used the questionnaire
as a key tool to collect data. The researcher relied on the random
sample included the employees of financial & accounting training
center.

A questionnaire was distributed to the random samples of (40)
employees. The most prominent results were the construct of
consciousness in importance of quality circles from employees, the
low sources that need for quality circles programs, And the low of
employee knowledge in modern concepts of management and the
way of distribute power.

Key Words : quality circles — employees — organization —
performance — obstacle.
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Diversifying and developing audit’s proofs of internal factors

affecting lraqgi crude oil prices
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Assist. Prof. Dr. Laith Jawad Kadhim (*1)
Dr. Adil Hameed Sanqur (*2)

Abstract.

Crude oil revenues are one of the most important revenues of the
Iragi budget in financing its expenditures. Given that this revenue is
affected by two types of factors; the external factors that are outside
the control of the commercial unit and the internal factors that are
within the scope of the control of the commercial unit to a large
extent, these factors should be given a great deal of interest. One of
the most important auditing procedures is obtaining other proofs in
addition to the currently used proofs in a way that gives reasonable

confirmation of the results reached by the auditor.

(*1) College of Administration and EconomicsL Al-Mustansiriya university
(*2) Federal Board Of Supreme Audit



AFST v Y1 G L sl 7 Js¥) alaal) / Ggpadanall s Adlall o gl Al

daa il g &igadl Jleef e ca il and / sl g Aladl ca i) 35S ya / Aal) 3 Jg 0 e

From this point of view, the present study highlights the internal
factors affecting the prices of the Iraqgi crude oil, proofs for auditing,
develop, and diversify the proofs that give confirmation regarding
the internal factors affecting the prices of the Iragi crude oil. The
present objectives study is shedding light on the most important
internal factors affecting the Iragi crude oil prices and the traditional
auditing proofs as for the spatial and temporal limits, it is represented
by the state oil market organization (SOMO). between The years
2010-2013 were chosen as deadlines, as the state’s last final account
for revenue was issued in 2014, and that the state’s revenues include
crude oil revenues, The most important conclusions were basing
auditing on specific types of evidence without linking it to the goal to
be achieved weakens the conclusion reached by the auditor and the
as for the recommendations it was developing auditing capabilities
by moving from traditional auditing to in-depth technical auditing
and finding appropriate proofs in the oil sector..

Key Words : supreme audit, internal audit, audit, crude oil.

Section one.
The Methodology.
1-The problem.

Is the internal factors affecting the determination of the Iragi crude

oil prices are not given a good deal of interest. Besides, there is a
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need for diversifying and developing the currently used proofs. This
leads to the disharmony between the currently used proofs and the
aims of auditing.

1-  The present study aims to achieve the following:

The objectives.

1- Shedding light on the most important internal factors affecting the
Iragi crude oil prices and the traditional auditing proofs.

2- Explaining the extent of the impact of the decline in crude oil
prices as a result of internal factors.

3-Establishing appropriate auditing procedures to audit the impact of
internal factors affecting lIragi crude oil prices, supported by the

proposed evidence.

The hypothesis.

The present study is based on an attempt to prove or deny the
following hypothesis: -

"The internal factors affecting the determination of Iraqi crude oil
prices need appropriate auditing procedures supported by effective
proofs because of their critical importance in determining the price of

crude oil.
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The value of the present study.

The present study is an attempt to present one of the important tools
through which the extent of the impact of these factors on the prices
of the Iraqi crude oil, as well as the process of strengthening the

auditing procedures, can be demonstrated by an effective proof.

The spatial and temporal limits.

The state oil market organization (SOMO) represents the spatial

limits. The years 2010-2013 are chosen as time limits.

Section two.
Auditing the internal factors affecting the prices of the Iraqi crude oil
and the proofs.
There are numerous definitions of auditing. It is defined as "an
unbiased structured process to obtain proofs confirming the validity
of commercial events to provide a degree of credibility in the
financial statements benefiting users"” (Messier, et al, 2006: 12).
The benefits of auditing are not limited to the benefits related to
auditing the financial statements. The practice of the commercial unit
of auditing has many benefits, (Rashid and Jalab, 2008: 408-409).
1- ldentifying the degree of effectiveness of the commercial unit in

its relationship with society in terms of fulfilling its social
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responsibility, the degree of its response to the needs of customers,
and the mental impression of customers about the commercial unit.
2- ldentifying the effectiveness of the relationships between the
different functional fields in terms of generalizing cooperation or
conflict between strategic units and the degree of effectiveness of
communication between these units.

3- Identifying the degree of the contribution of different job activities
to achieving the mission and objectives of the commercial unit.

4- Identifying strengths and weaknesses of the commercial unit in
comparison with the commercial units operating in the same field.
While Al-Atawneh classified the audit objectives, it also considered
the levels of operations, balances, presentation and disclosure as
follows: - (Al-Atawneh, 2016: 17-18)

1- Objectives related to the level of operations: which are to
verify that the financial operations have actually occurred and
pertain to the establishment and have been fully documented
and recorded with the correct values accurately and have been
posted and classified properly and in the correct time and
reflect the results of the establishment's operations during a
certain period of time.

2- Objectives with the level of the balances attached to these
goals, verification of existence, meaning that the financial

balances are for elements of actual existence, whether these
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balances have a tangible or intangible nature and pertain to the
establishment, and verification of completeness, meaning that
all the balances have been included in the financial statements
in full and with their correct values and verification. From the
accuracy, classification, and correlation between the details,
and also verifying that it reflects the balance of accounts on a
specific date, i.e. verifying the existence of the interval.

3- Objectives related to the level of presentation and disclosure:
which is to verify that the presentation of the financial
statements is a fair and honest presentation of the effects of
transactions, other events and circumstances, and that all assets
appearing in the financial statements are owned by the
enterprise and that all obligations are rights or debts owed by
the entity and that all elements the financial statements have
been measured, presented and categorized completely
accurately, correctly, and understandable and comparable in
accordance with the requirements of presentation and

disclosure.

Proofs in auditing.

Evidence for proof that it is all that the auditor or reviewer relies on
or influences his judgment to reach an opinion on the validity and

seriousness of the accounting data and financial statements and the
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extent of their expression of the project's activity and status
Financial. (Abd and Muhammad, 2018: 4)

The term proof is the form or method of the proven truth, or on the
effect derived from this method, in terms of argument or persuasive
power. (Ibrahim, 1985: 242).

Proof is conclusive by itself. Evidence, on the other hand, is used to
obtain proofs. The auditor uses the largest possible number of
evidences to obtain conclusive proofs. Most of the auditor's work
consists of collecting evidences to obtain neutral technical opinion
about the audited data, (Abdullah, 2014: 139). The International
Auditing Criterion No. 500 has identified many types of proofs and
evidences:

1- Actual physical existence. This method is used to verify the
physical existence of a tangible asset such as machinery and
buildings, and the actual inventory is strong evidence of the
existence of the original and that it is in the possession of the facility,
but it is not considered evidence of ownership of the original (Al
Muntarana, 2006: 180).

2- Documents. They are the most common types of proofs and
evidences upon which the auditor relies. There are three types of
documents, (Abdullah , 2014:140):
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A. Documents prepared outside the facility and used inside it, such
as purchase invoices.

B. Documents prepared inside the facility and used outside it, such as
sales bills and receipts from others.

C. Documents prepared inside the facility and used inside it, such as
accounting books of all kinds.

3- Acknowledgements. These are the certificates required by the
auditor, whether from inside or outside the facility. With regard to
internal declarations, the auditor must take the necessary steps to
make sure of the validity of the material being audited. It may be
found more appropriate to obtain a certificate or an acknowledgment
from the officials that the particular process was conducted
appropriately.  The inventory safety certificate and the
administration’s certificate of how much it bears its social
responsibility are among the important types of acknowledgements,
(Muhammad, 2011: 264).

2-  Arithmetic accuracy. Arithmetic accuracy and correctness in
the books and records of the facility is a guide and presumption upon
which the auditor relies when examining the books and records and
verifying addition, subtraction, and multiplication operations for the
books and records, (Al Matarneh, 2006: 181).

3- Existence of a sound internal control system. The good and

solid internal control system gives the auditor a visualization of a
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clear indication of the regularity of registration in books and records

and their reliability, and vice versa.

7- Subsequent events of budget preparation. After completing
auditing and preparing final reports by the auditor, events that may
be evidences or proofs of the correctness of some of the elements
included in the financial statements may occur.

8-Experts' opinions. The auditor is not a scientist in all sciences and
arts. He/she may be specialized in the areas of accounting and
auditing, and there are some fields of knowledge that the auditor
cannot obtain sufficient and appropriate evidence such as (gold,
petroleum, diamonds, etc. requiring the opinion of a specialized
expert, (Jarbou, 2000: 182).

1. Inspecting and testing the processes used by the administration to
prepare estimations. Usually, the examination steps include:

1- Evaluating the financial statements and understanding the
assumptions upon which the estimation is based.

2- Testing the calculations included in the estimation.

3- Comparing the various estimations of previous periods with the
real results of these periods.

2- Using an independent estimation to compare the estimation
prepared by the administration of the facility.

3- Examining subsequent events that support the assessment.
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Often these estimations are made in circumstances of uncertainty
about the results of the events that occurred or are likely to occur,
which need to use diligence. As a result, the risk of having material

misinformation is greater if the estimations exist.

Crude oil and internal factors affecting its prices.

Crude oil is defined as "a liquid that is mainly composed of
hydrocarbons, and contains a percentage of nitrogen and a small
percentage of sulfur and oxygen. It is accumulated inside the earth
and remains there until it is brought to the surface due to the natural
factors such as cracks or ground fractures, or extracted by man by
drilling wells”, ( Khansi, 2006: 9).

Crude oil price is defined as “ the decisive variable of a group of
factors affecting crude oil, which are indicated by a financial value”,
( Dawha, 1993: 15).

Typically, reference prices are adopted to estimate the price of crude
oil, which represent the average prices of a group that is close in
quality, especially (density and sulfur content) and close or far apart
in the geographical location to form a reference for pricing a group
of oil according to the proximity or after the reference oil, used as an
indicator of the movement of spot market prices, ( Hasnawi, 2006:
6).

10
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The reference price means the entity that determines the price and
represents "the standard price that the customer refers to to evaluate
the prices of products available in the market to determine the
suitability of these prices and judge them", (Abu Farah, 2010: 65).
Among the most important price references are:

A- OPEC Crude Oil Basket.

B- Average Brent crude.

3- West Texas Average Oil.

4- W - Argus price reference.

5- Average Dubai Crude — Oman.

3- Internal factors affecting the determination of crude oil prices.

The oil market is subject to a number of important developments that
lead to a significant difference in the price of crude oil from one
period to another and from one market to another. In general, there
are two types of factors that affect crude oil prices; the external
factors that are outside the control of the commercial unit and the
internal factors; the internal environment of the commercial unit
which affect prices. To some extent, the internal factors are subject
to the control of the commercial unit. Among the most important
internal factors are the following:

A- The location / geographical location of the oil export outlets on
the basis of which the cost of shipping (transportation of crude oil via

marine tankers) is determined which is estimated from the export

11
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port to the point of receipt or consumption, the closer the export
outlets are to the receiving point, the lower the freight fee and this
generates an opportunity for more sales And at a higher price, this is
what makes the export outlets in the Arabian Gulf and the
Mediterranean distinct for the consuming countries in Southeast Asia
and Europe.

In this regard, the researchers point out that the impact of the site
factor on the price of crude oil is evident clearly through the freight
differences borne by the producing companies as a reduction in the
price in the case of export sites away from the buyer’s ports, as well
as the ports ’ability to absorb crude oil tankers and their movement
and the ability to supply them with crude oil in time What is
specified for them, and what is a close correlation with the delay
fines borne by the oil exporting companies due to the delay of the oil
tankers by supplying the crude oil as a result of bearing part of the
shipping costs due to the delay in these tankers.

B- The quality of crude oil. In the oil industry, the quality of crude
oil is expressed through its quality, which is represented by the
degree of density and sulfur content contained in the source crude oil
and symbolized by the API (a reference to the American Petroleum
Institute), as the density of crude oil is determined according to the
following formula:

API = (141.5 + SG) -131.5

12



AFST v Y1 G L sl 7 Js¥) alaal) / Ggpadanall s Adlall o gl Al

daa il g &igadl Jleef e ca il and / sl g Aladl ca i) 35S ya / Aal) 3 Jg 0 e

As (SG); (Specific Gravity) is the specific weight of crude oil and
means a certain volume of liquid compared to the same volume of
water at a temperature of (60) Fahrenheit. Qualitative weight of
water is sound 1 according to the definition of qualitative weight.
The density of water is 10 Degrees according to the American Oil
Institute’s scale. The degree of density is inversely related to
qualitative weight. The greater the qualitative weight of oil is, the
lower the density it has and vice versa. For example, if the qualitative
weight of crude oil is (0,82), the density of oil is, (Al-Haiti, 2000:
40);

41 =131.5(0,82 + 141,5)

On the basis of the density of crude oil, the crude oil is classified into

light, medium, and heavy oil.

The cost of crude oil production.

Cost of any product plays an important role in influencing the
determination of its price and is a factor in price competition,
through which the profit margin that the commercial unit wants to
achieve can be determined. Concerning the Iragi the oil industry, this
factor may be less important than the other influencing factors. The
cost of production in Iraq is low when it is compared to the other

countries producing and exporting crude oil. For example, the cost of

13
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producing a barrel of Iragi crude oil ranges between (2-4) US dollars,
(Hussein, 2006: 12).

4- The role of qualified administration and human resources in
setting prices.

It includes the expertise and skills that those in charge of setting
crude oil prices, their educational attainment, training courses that
develop the employees responsible for setting prices, the ability to
analyze the variables and conditions surrounding the company and
affecting prices, and the ability to make appropriate decisions
regarding (price, chosen market, customer attraction, growth and / or
maintenance of old market share).

The researchers believe that the administrative and human
capabilities clearly are important in determining the price differences
when determining the prices of crude oil. Price differences are the
difference between the price declared on the oil exchange according
to the reference prices and the price in the sale list that the company
determines. This difference is the (transport fares difference
+ Qualitative density difference and sulfur content difference + price
discount to motivate purchase). The importance of this factor is
particularly highlighted through the price discount to motivate
purchase. The other differences are determined according to a
mechanism with the company. These differences differ from one

period to another and from one market to another.

14
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The elements below are among the most important things that the
auditor should consider when conducting an auditing of the internal
factors affecting the price of crude oil:

1- Internal records. The data collected is in the form of a database on
the daily operations of the company and includes information on the
activities of the company and about the current performance in the
areas of sale, storage, pricing, cash flow, and others.

2- Market Surveys. It is the means by which the administration is
able to view and keep abreast of the circumstances surrounding the
company.

3- Marketing research: It is the process of collecting data and
analyzing it for the purposes of identifying and solving problems
related to the marketing process. It aims to know the direction of
future management to rationalize administrative decisions at various
levels by providing them with information and explanations of the
conditions that faced or could face the commercial unit, (Jabr, 2007:
59).

Section three.

The practical aspect.

1- The research sample and the pricing mechanism for lIraqi

crude oil.

15
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The state oil market organization (SOMO) was established in
accordance with the provisions of the Law Regulating the Ministry
of Oil No. 1 of 1976 as one of the formations of the Ministry of
Oil. Oil marketing (SOMO) determines the markets to which lIraqi
crude oil is sold. These markets and the crude oil that each market
deals with and the price reference for the market can be indicated

according to the table below.

Table (1) Global markets and price references for Iraqi crude oil.

Price reference Iragi crude oil Global markets
Argus Basrah and kirkuk crude | American markets
light print Basrah and kirkuk crude | European markets
Dubai and Amman Basrah crude Asian markets
medium

It is worth noting that Basra crude oil is a reference to the marketing
outlet that the company deals with (the southern port), which
includes other types produced in a province other than Basra, such as
Maysan crude oil and other southern provinces that produce crude
oil. Whereas, Kirkuk crude oil is produced in the province of Kirkuk
by the North Oil Company, which also exports the oil produced in
the other oil fields in the northern regions, which is marketed through
the port of Ceyhan in Turkey. The price of the Iragi crude oil is
determined in general according to the following formula:
PX=PR+D

16
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P represents the price.

X Crude Oil Source.

R Crude oil chosen as a reference for the oil market in a specific
region.

D represents the price differences between (X and R) that are
estimated by the committee to determine the price differences in the
company from time to time and in most cases it is monthly and is
also known as the Factor (Adjustment), which takes the differences
between the crude oils in terms of quality (density, Sulfur content,
geographical location, and customer desirability). This factor is the
most important part of the equation as it depends on the estimation,
which must be characterized by the accuracy of the estimation as it

directly affects the total price of crude oil.

Analyzing the internal factors affecting the Iragi crude oil
pricing.

1- Location. The analysis of this factor takes two aspects:

The first aspect is related to the price of shipping crude oil from Iraqi
exporting ports to the ports of the importing country.

The second aspect is related to the late fines incurred by the state oil
market organization (SOMO) as a result of delayed loading of
marine tankers in the lIragi ports. Freight charges are estimated

according to the following:

17
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A- Issuing an annual book by international transporting companies
called (world scale book) that explains freight rates for marine
carriers annually according to the destination of shipment. These
wages remain constant throughout the year and the wages are fixed
on the basis of (100) points per metric ton of crude oil.

B- The point identification is subject to several factors, including the
availability of tankers, maintenance periods for marine carriers,
climatic and political conditions, and other conditions related to the
shipping process. The number of shipping points is determined
according to Platt’s bulletins on a daily basis. The monthly average
of the number of these points is taken on the basis of which the
number of points is estimated for each Shipment.

3- (SOMO) shall bear the value of more than (20) points of shipping
points as a reduction of the price of crude oil for the American and
European markets from Basra oil. Whereas, it does not bear any
amount for the freight wage differentials with regard to the Asian
markets because of their proximity to the Iragi ports and the
European markets loaded from Kirkuk oil (Ceyhan Port).

4- There are several tankers to load crude oil of different transporting
capacities. Concerning the lragi crude oil, tankers called (VLCC
260) whose load is equivalent to (2) million barrels are nominated.
The table below shows the shipping rates according to the shipping

destination for each ( 100) points per metric ton.

18
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Table (2) Crude Oil Shipping Prices.

Iraqgi oil shipping destination

Years

2010 2011 2012 2013
Basra- UK/ Basrah oil 29.51 35.97 43.14 47.16
Basrah- American golf/ Basrah | 31.77 38.83 46.59 51.08
oil
The Mediterranean sea- 18.58 22.43 26.83 29.13

American golf/ kirkuk oil

Concerning shipping points, they can be shown in the following
table.

Table (3) The rate of crude oil shipping points metric ton.111

Iragi oil shipping destination

Years
2010 2011 2012 2013
Basra- UK/ Basrah oil 39.761 41.381 30.300 22.462

Basrah- American golf/ Basrah | 37.671 39.381 28.300 20.662
oil
The Mediterranean sea- 68.523 62 62 40
American golf/ kirkuk oil
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To find the amount of what the company bears for the difference
(price deduction) metric of crude oil, the following equations
explain:

A- Point price / dollars per metric ton = Annual freight rates + (100)
points.

B- the points borne by the company as the freight difference per
metric ton = the annual average point - (20) points.

C- The freight rates incurred by the company for the metric ton =
output of equation (b) x output of equation (a).

D- The freight price difference borne by the company - dollars per
barrel of crude oil = the result of equation (T) 7, (7,42).

Whereas, :-

Metric tons of Iragi crude oil = 7,42 barrels of crude oil

Below is a table showing the estimation process.

Table (4) Estimating shipping differences that the company bares as a price
deduction.

Destination/ Years
) ) Statement

Iragi crude oil 2010 2011 2012 | 2013
Basrah- UK/ Point price- dollar/ | 0.295 0.356 0.431 0.472
Basrah oil metric ton
Points bared by 19.761 | 21.381 10.300 | 2.462

company for

shipping difference
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Shipping price
difference bared by
company- dollar/
barrel

5.829

7.612

4.439

1.162

Shipping price
difference bared by
company- dollar/

metric ton

0.786

1.026

0.598

0.157

Basrah-
American golf/

Basrah oil

Points bared by
company for

shipping difference

0.318

0.388

0.466

0.511

Shipping price
difference bared by
company- dollar/

metric ton

17.761

19.381

8.300

0.663

Shipping price
difference bared by
company- dollar/

barrel

5.648

7.520

3.868

0.339

Point price- dollar/

metric ton

0.761

1.014

0.521

0.046

The

Mediterranean
sea- American
golf/ kirkuk oil

Points bared by
company for

shipping difference

0.186

0.224

0.268

0.291

Shipping price
difference bared by

42.523

42

42

20
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company- dollar/
metric ton

Shipping price 7.909 9.408 11.256 | 5.820
difference bared by

company- dollar/
barrel

Total shipping price | 1.066 1.268 1.517 0.874
differences
Total shipping price | 2.613 3.308 2.636 1.077

differences

The second aspect is related to the late fines incurred by the company
as a result of the delay in tankers in loading from Iragi ports to pump
directly from the oil wells to the tanker without the presence of giant
intermediate tanks between the pumping and loading process. Thus,
the company deducts it from the total sales list. Therefore, its effect
Is not shown in The price. The table below illustrates the delayed
fines estimated on the company according to the oil markets.

Table (5) Delayed fines/ (million dollars)

Oil markets | years Total
2010 2011 2012 2013

American 5 6 13 7 31

market

European 1 3 10 8 22

market
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Asian 11 11 24 17 63
market
total 17 20 47 32 116

2- The quality of crude oil.

The quality of crude oil is related to the degree of qualitative density
included in crude oil. There is a direct relationship between the price
of the Iraqi crude oil and the degree of its qualitative density. The
higher the qualitative density is, the higher the price is according to

sources and markets that the company deals with.

Table (6) Qualitative density ratio for Basra and Kirkuk crude oil.

Oil markets | Basrah crude oil Kirkuk crude oil
2010 | 2011 |2012 |2013 |2010 {2011 {2012 | 2013

American 30.63 |30.41 |30.19 |29.32 | 3258 | 3227 |31.89 |31.76

markets

European 30.45 | 30.52 | 29.36 |29.29 |33.23 |32.07 |31.79 |30.81

markets

Asian 30.58 |30.26 | 29.96 | 29.67

markets

The degree of qualitative density of the Iragi crude oil determined
contractually is (34 degrees for Basra crude oil) and (36 degrees for
Kirkuk crude oil). In case off any variance between the degree of

qualitative density determined contractually and the actual degree
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(according to the laboratory examination), (40) cents per A degree
are added to the price of selling a barrel in the event that the degree
of actual intensity exceeds that of the contractually specified degree.
Whereas, in the event that the degree of qualitative density falls
below the contractually determined degree, (40) cents are deducted

for each degree from the price of the barrel.

Table (7) Degree variances and amounts of qualitative density.

Statements Basrah crude ol Kirkuk crude oil

2010 | 2011 |2012 |2013 |2010 |2011 |2012 | 2013
American 337 |359 (381 |468 |342 |373 |411 |4.24
markets
qualitative
density

differences/
degree

Qualitative 1.348 |1.436 |1524 |1.872 |1.368 |1.492 |1.644 |1.696
density

difference
amount-
dollar/ barrel
(40 cents*1)
European 3.55 3.48 4.64 4,71 2.77 3.93 4.21 5.19
markets
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qualitative
density
differences/
degree
Qualitative 142 | 1392 |1.856 |1.884 |1.108 | 1572 |1.684 |2.076
density

difference
amount-

dollar/ barrel
(40 cents*3)
Asian markets | 3.42 3.74 | 404 433
qualitative

density
differences/
degree
Qualitative 1.368 |1.496 |1.616 |1.732
density

difference
amount-
dollar/ barrel
(40 cents*5)

3- The cost of crude oil production.
Cost is an important factor in determining the prices of products in
general as well as the pricing of crude oil. The cost of the Iragi crude

oil production is low and competitive.
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Table (8) The costs of the Iraqi crude oil/ dollars.

Producing company years

2010 2011 2012 2013
South oil company 1.334 1.724 1.724 3.522
North oil company 1.513 1.69 2.09 2.646
Meisan oil company 2.225 3.098 2.156 3.401
Middle oil company 4118 2.589 4.039

The above table shows that the cost of the Iragi crude oil production
rises from one year to another. Yet, this rise is acceptable and it is
not a restriction on the price as much as it is an advantage through
which flexibility and freedom in pricing can be given, especially to
meet the low demand or to attract new buying companies and other
uses of political nature or under special agreements.

4- The role of qualified administration and human resources in
setting prices.

This factor is one of the internal factors affecting the pricing of crude

oil in determining prices and proposing discounts.
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Table (9) The numbers of employees of the Crude Oil and Gas

Marketing Authority and their educational qualifications.

Number of Certificates Service years

employees 5-9 10-19 More than 20
years

13 Bachelor 4 6 3

7 Master 2 4 1

The above table indicates that the percentage of graduates with a
higher degree working in the Oil and Gas Marketing Authority
constitutes (35%) of the total employees, which is a good percentage.
But there are (3) employees with higher degrees out of (7) who are
not specialists. The total percentage of Non-specialists constitutes
(35%) of the total employees in the authority.

Table (10) Certificates that are not compatible with the job position.

No | Academic achievement Job position Service
years

1 | Master of socialist studies American section manager | 35

2 | Master of chemical engineering Asian section manager 10

3 | Bachelor of electric engineering | Contracts section 20

4 | Bachelor of chemical engineering | Gas contracts section 14

manager
5 | Bachelor of law Gas contracts 7
6 | Bachelor of mechanical Gas contracts 15
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engineering

7 Master of chemical engineering Gas contracts 9

Regarding training courses for employees, the following is observed:
1- The number of courses fluctuates from one year to another and
there is no participation in any courses during 2013.

2- Although the numbers of courses held in the years (2010, 2011,
and 2012) are considered good, but (51%) of them are courses in the
field of pricing and markets. As for the studies prepared by the
market research department in the company, it is observed that the
number of studies fluctuates from one year to another; (10) studies in
the year 2010; (60%) of them are in the field of developing price
policies and markets. There is a decrease in the numbers of these
studies in 2011 and 2012 with a total of (5) studies; (3) of which are
in the development of pricing policies and markets. Despite the
increase in the number of studies in 2013 to (15) studies, the
percentage of studies in the field of developing pricing policies for

that year is (27%) of them as shown in the table below.
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Table (11) Market research studies.

1) ) @) (4)

Years Total Within Work | Not within Ratio of
number of | development | work specialized
studies development | studies to the

total number
%(1/2)
2010 10 6 4 60
2011 3 2 1 66
2012 2 1 1 50
2013 15 4 11 27
3 13 17 43

From the above table, it is noticed that there is a decrease in the

quantity and quality of studies and internal and external training

courses. This weakness may be reflected in determining the price

discounts that are proposed in pricing records.

The effect of this factor is reflected in the granting of price discounts

for the customer’s desire, which amounted to (2.5) dollars per barrel

during the year 2013. The table shows the amount of differences

(discounts) from the price of the Iraqi crude oil as a result of internal

factors.
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Table (12) The extent to which oil prices are affected by the internal factors.

Factor discount amounts
Site 0.829

Qualitative density 1.5

Production cost

Qualified administration and human 2.5

resources

Total 4.829

Evaluating the internal factors affecting the price of the Iraqi
crude oil.

The list of influencing internal factors may be reduced or increased
depending on the developments that may occur. Thus, familiarity
with general factors used in all circumstances is confusing. So, the
auditor must study the factors extensively to meet the auditing work.
The researchers have identified the internal factors to be evaluated
based on the results. They have proposed appropriate proofs for each

internal factor affecting the price as shown in the table below.
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Table (13) Evaluating the internal factors affecting the Iraqi crude oil

prices.

Factor Statement Proposed proof
1- Shipping prices. World scale book.
2- Toward decrease or increase Reports of tankers
Site of shipping points. sailing.

3-Shipping points differences Estimation due to tankers

bared by company ( more than 20 | sailing.

points). Reports of tankers arrival

4- Delaying loading oil and testing delayed fines.

(delaying fines).

1-Decrease due to quality factor. | Results of laboratory

2- Fixing amount of what testing of oil quality.

Quality of company bares due to qualitative | Comparison with
crude oil density difference from the producing countries.
contractually fixed.

3- Suitability of the Iraqi oil with | Volumes of produced oil

global fineries. toward markets.

4- Ways of improving quality. Historical development
of the degree of
qualitative density.

1- Decrease or increase of the Production reports.

Cost of cost of producing the Iraqi oil. Market researches,

producing the 2- Competitiveness through market surveys, surveys

Iraqi oil cost. of global production
3-Competing with production reports, and historical
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cost in the larger producing
countries.

4- Expecting future cost fixation.

record of production cost.

4- Good salary system.
5- Suitable work site.
6- Proper criteria for selecting job

administrations.

1- Academic achievement job Decisions.
position accordance.
Qualified 2- Training courses suitability for | Progress.
administration the nature of works of oil and gas
and human authority.
resources 3- Devoting studies and Pricing quality reports.
researches to develop the work of
oil and gas authority.
4- Service years of employees Quality of works and
working in the authority. decisions.
1- Various communication Inspecting information
means. systems.
2- Proper ways of decision Repetition of problems
making to solve problems in time. | and solving them.
3- Weakness of storing Inspecting and evaluating
Other factors documents system. electronic and paper

archives.

Choosing the system that
is similar to similar
companies.

Field visits to work sites.

Selecting bases of job.
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Section four.
Conclusions and recommendations.
Conclusions.
Basing auditing on specific types of evidence without linking it to
the goal to be achieved weakens the conclusion reached by the
auditor. There is a lack of familiarity with specialized auditing
methods and the basis for the auditing of the oil sector; the quality of
the evidence that is in the case of the support of this sector and the
lack of technical auditors. The most important reasons for the low
quality of the Iragi crude oil result from re-injecting black oil into the
Iragi crude oil wells, giant tanks for storing oil separately for each
type according to the degree of oil density for each type of the Iraqi
crude oil, the large number of marine boats that impede the
anchoring of marine tankers, the delay in loading crude oil to oil
tankers, and the absence of Iraqi oil tankers floating in the sea to
store And sell the Iraqi crude oil to reduce shipping differences that
are deducted as a price reduction.
The strengths of the company, especially the low cost of production,
collide with the presence of producing countries such as Saudi
Arabia and Iran whose lower costs of production, which constitutes a

strong competitive factor for the Iraqi crude oil.

Recommendations.

33



AFST v Y1 G L sl 7 Js¥) alaal) / Ggpadanall s Adlall o gl Al

daa il g &igadl Jleef e ca il and / sl g Aladl ca i) 35S ya / Aal) 3 Jg 0 e

1- Developing auditing capabilities by moving from traditional
auditing to in-depth technical auditing and finding appropriate proofs
in the oil sector.

2- Directing the auditor's attention towards linking the appropriate
proofs by adopting clear and specific auditing procedures and
programs that show how to implement the required auditing
objectives and means to be adopted as well on conducting a periodic
and continuous evaluation of the proofs and the extent of reliability
in light of the previous results and the expected results obtained.

3- Developing the employees working in the Oil and Gas Authority
by selecting the competent elements and involving the company's
employees on Specialized training courses in the field of oil
markets, oil pricing, and market research department.

4- Conducting periodic specialized studies to keep abreast of changes
and developments in the factors affecting crude oil prices.

5- Continuous training and coordination between the market research
department and the oil and gas authority to benefit from the results of
studies and research.

6- Finding joint coordination with the Iraqi oil companies to improve
the quality of crude oil by storing the product in tanks according to
the quality of each oil.

4-  Avoiding re-injecting black oil into oil wells.
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8- Conducting periodic review of the discount amount granted for
the specific density difference (40) cents per barrel / degree for
the type confirmed in the contract in light of changes in the oil
markets and the difference that the company bears for the price
discount resulting from freight differences in light of changes in
the oil markets periodically and continuously.
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