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Abstract

In view of the important position public corporati
occupy in the economical life of the states and the benefi
and services they achieve for the general public which ar
the services rendered by public utilities , such as puq11
transportation , communications , Or mining companies , Eﬁ;

T » o

also due to the effects of these companies on their founde
share-holders , employees , and customers it has becom
duty to protect these vital interests from any wrong-doi
practiced by these corporations and to guarantee the\r
commitment to the goals specified for them.

Therefore , the legislature had placed the administraticL
of these companies under audit . It seems natural that t}{ue
share-holders themselves should carry out the auditing
considering that they stand to suffer the most from the
consequences of bad management of the corporation |.
However , because auditing requires special technic l
experience which most share-holders lack , most leglslatlon‘
were directed towards finding a specnahz.ed body from out
side the corporation to carry out certain specific tasks whic
altogether aim at organizing and controlling th
administrative , financial , and accounting aspects of th
corporation in accordance with the lows and regulations]
Moreover , these legislations guarantee the protection of th
corporation itself , the share-holders, and all the customers
against any mismanagement that may be committed by the
corporation’s board of directors . This specialized body is
known as “auditors” .

This study sheds light on the legal aspects concerning
the role of corporation auditors by means of a thorough
examination of several of the legislations that deal with this | l
topic . \




\

The central point which should be examined in ordﬁr to

pinpoint all the legal aspects related to the role of the au

in public corporations is conditioning the nature of the legal
relationship which links the auditor with the corporation

which he audits and oversees .

In this regard , this study found that there exists

misunderstanding of the nature of this relationship due to
existence of tow theories .

The first being traditional claims that the auditor is|ju
an agent representing all the share-holders in a company , (a1

he has to commit to the rights and duties spelled-out in

contract. However , the second theory being modern clain

that the corporation is a lawful structure that constitutes
certain duties which he must commit and must not av

of the other members .

Both of these theories have come under enoug
criticism to disprove each one of them . So , it has become

necessary to carry out further research and scrutiny of
nature of this relationship in order to get to it in a way 1

will lead to determining all other relationships stemming fr
this one .

This study has come to the conclusion that the auditg
in public corporations is associated with the corporatia
through an implied contract which differs in its nature froi
the agent contract, and he is not considered a member in thi

corporation. the implied contract is binding to both partic
The auditor commits to performing the duties and practic
the rights and privileges spelled out and determined by la
The corporation cannot determine or specify the content
these duties or even exempt the auditor from performing th

alone . If any of the parties breaches any of his obligations

itor
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an
independent incorporeal body and that the auditor is assigns
oid
carrying-out . Also , he must not try to over-shadow the duti
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according to the law , it is possible to resort to court to enq1 he

contract and to get compensations paid if there was a need|to

do so according to the general theory of the contracts.
The implied contract also shows us the way to ch

between the auditor and the corporation , and the
contracts are generally terminated .

Regarding the rights and benefits in the impli
contract , we find that the auditor has the right to get pai
return for performing his duties . This pay can be decide

directors of the corporation be asked to reach an agree
with the auditor to determine his duties . The 1*esponsibilitn
that lie on the auditor’s shoulders are many : first, to com
to using utmost professional care . Second, to commit t
refrain from interfering in administrative matters . Third, t
commit to keeping secret all professional matters .

The auditor faces several kinds of punishment in th
event that he didn’t perform his job well . he can be tried 1
civil court . He can also face a criminal court in the event t
he had done some acts punishable by crime laws , such ja
revealing secrets , fraud , or theft , or if he commits any of t
crimes mentioned in the corporation’s laws in particula
Finally , the auditor might face discipline if he falls short ¢
any of his duties towards his colleagues which are based
trust , cooperation , and manners — known as professiona
manners . Since these actions can be countless , the legislatu
had entrusted the disciplinary law with the power
determine them and had specified the punishment for t
perpetrators .

In conclusion , this study offers many recommendations
that were deemed necessary to be mentioned in tqc

(&




Palestinian corporation law , under consideration now , which
will be applied on all Palestinian Authority territories in order
to guarantee that the auditor will perform his duties perfectly
and to fulfill all the desired goals .
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