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Abstract:

This study aimed to clarify the role of the internal auditor in evaluating risk
management according to the COSO ERM framework in Libyan commercial banks. The
study stemmed from the issue concerning the nature of the internal auditor’s role in risk
management, whether it is limited to an oversight function or extends to an advisory role. It
also addressed the gap between theoretical concepts and practical application, as well as the
ambiguity surrounding this role within the Libyan banking environment and its implications
for the independence of the internal auditor.

The study adopted the descriptive-analytical approach. The study population
consisted of internal auditors and employees of general administrative departments in Libyan
commercial banks, totaling (105) individuals, and the study was conducted on the entire
population. Data were collected through a questionnaire designed for this purpose and
analyzed using the Statistical Package for the Social Sciences (SPSS Version 27), relying on
both descriptive and inferential statistical methods, particularly the One-Sample t-test. The
study instrument demonstrated high levels of validity and reliability.

The findings revealed that internal auditors play an effective role in evaluating risk
management in accordance with the COSO ERM framework in Libyan commercial banks.
The results also indicated that internal auditors contribute significantly to strengthening
governance and organizational culture, aligning strategy with risk management, assessing
risks associated with organizational performance, and enhancing communication channels
and risk-reporting processes. Furthermore, hypothesis-testing results showed statistically
significant differences, leading to the rejection of the null hypotheses and the acceptance of
the alternative hypotheses.

The study concluded that internal auditors play a pivotal role in improving the
effectiveness of risk management within Libyan commercial banks under the COSO ERM
framework, thereby enhancing corporate governance, supporting decision-making processes,
and contributing to the achievement of banks’ strategic objectives.

The study recommended strengthening the independence of internal audit
departments in Libyan commercial banks and granting them the necessary authority to
perform their duties effectively. It also recommended the comprehensive adoption and
implementation of the COSO ERM framework, the provision of continuous training
programs for internal auditors in risk management and risk-based auditing, the development
of information and communication systems to support the timely and accurate exchange of
risk-related information, and the promotion of a risk management culture within banking
institutions.

In addition, the study proposed several directions for future research, including the
role of artificial intelligence technologies in developing internal auditing and risk
management in Libyan commercial banks, the role of internal auditing in addressing
cybercrime risks in financial institutions, the evaluation of risks associated with digital
currencies and electronic transactions, the impact of artificial intelligence on improving the
detection of banking risks, and the role of risk-based internal auditing in reducing financial
fraud risks in Libyan banks.

Keywords: COSO ERM Framework, Risk Management, Internal Auditor, Risk
Assessment.
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