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Abstract
Due to the great economic changes that occurred at the end of the last century and the increase in the tendency
towards the independence of management from ownership, the need to find ways and mechanisms of control to
ensure good management and banking work increased, which made all attention turn towards internal audit with
its various supervisory mechanisms within the banking sector, which can embody the principles of corporate
governance and reach an effective rationalization of this governance. where many local private and public banks
are very active, there is an urgent need to adopt rules and principles related to banking governance due to the
weakness of local legislations and laws that sponsor and regulate the work of the banking sector. In this study,
special attention was shed on the study of the role of governance mechanisms represented by the work of internal
audit and internal control committees to improve the performance of Iraqi banks in profit and risk management
through practical research aimed primarily at testing a main hypothesis that states that there is a statistically and
significant impact of the role of banking governance on improving the performance of profit and risk
management in banks.
Introduction

Banks are exposed to a wide range of risks in the course of their operations. In general, banking risks are divided
into three categories: financial, operational, and environmental risks. Financial risks themselves comprise two
main types. Traditional banking risks—including balance sheet and income statement structure, credit risk, and
solvency risk—can lead to losses for the bank if not properly managed. Meanwhile, treasury risks, which are
based on financial arbitrage, can result in gains if the arbitrage is correct or losses if it is not. The main categories
of treasury risks include liquidity, interest rate, currency, and market risks. (Kohler,2022,p.32) Operational risks
are related to the overall operational processes of the bank and the potential impact resulting from compliance
with banking policies and procedures, internal systems and technologies, information security, measures against
management and fraud, and business continuity issues. Another aspect of operational risk involves the bank’s
strategic planning, governance and organizational structure, management of staff functions and internal
resources, product and knowledge development, and customer acquisition approachesEnvironmental risks, on
the other hand, are associated with the bank’s business environment, including macroeconomic and political
concerns, legal and regulatory factors, as well as the overall financial sector infrastructure and payment systems
within the jurisdiction in which the bank operates. Environmental risks encompass all types of external risks
that, if they occur, may endanger the bank’s operations or undermine its ability to continue its
activities.(Abdulsalam,2020,p.61)The increasing complexity of the risks faced by banks creates a growing need
for sound corporate governance practices. Therefore, effective banking governance is essential to enhance a
bank’s efficiency, strengthen compliance, and protect the interests of stakeholders by adhering to applicable
regulations and ethical standards in the banking sector. Moreover, a bank governed by strong banking
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governance will be able to assume an optimal level of risk that maximizes shareholder wealth, within the limits
imposed by laws and regulators. This involves eliminating or mitigating all adverse risks to the extent that it is
cost-effective to do so. The role of risk management in banks operating under sound governance is not merely
to reduce the overall risk exposure, but also to identify and measure the risks undertaken by the bank,
consolidate them into a comprehensive risk measure, and enable the institution to eliminate, mitigate, or avoid
bad risks—ensuring that the overall risk level aligns with the bank’s risk appetite. (Thompson,2021,p.108)
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