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Investigating the Effect of Management letter on the Internal

Control Systems of Companies Audited by Audit Organization
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Abstract

The internal control system should be evaluated by the auditors and the weaknesses should be noticed to the
managers in order to enable managers to fulfill their duties and increase satisfaction of users with the financial
statements and auditors can submit audit reports in accordance with the auditing standards. This is done through
the sending of a management letter. The purpose of this paper is to examine the impact of management letter on
the internal control system of companies audited by the audit organization. The present research is applied in
terms of post-event research design and is descriptive-analytic (inductive) inference. In this research,
independent auditors working in the audit organization were included as statistical population. Based on the
required statistics and information, it was found that the number of senior managers, technical directors, senior
supervisors and supervisors was 374,103,21 (totaling 498). The required number of independent auditors was
determined based on the Cochran formula by 65 people who were selected by random sampling method. In
order to collect information, a questionnaire with 15 questions was used. Data were analyzed using t-student
test. The results showed that, considering the probability of 0.95, implementation of the provisions of the
management letter had a significant effect on the internal control system. Also, the existence of an internal audit
unit can be effective in following the implementation of the management letter and eliminating the weaknesses
in the system, but is not necessarily the best reference for obtaining a management letter. The results of the
survey showed that the factors such as changes in the executives of the company, the presence of experts in
finance in the board of directors and personal motivations of executive directors are effective in implementing
the provisions of the management letter.

Keywords: Management Letter, Internal Control System, Company, Audit Organization.
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