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Abstract: Purpose: This study aims to examine the statistical impact of the external auditor's role in applying analytical
procedures on predicting financial failure. It also seeks to highlight the moderating effect of internal audit quality in
enhancing the relationship between the external auditor's role and financial failure prediction. Significance: The study's
significance lies in its efforts to improve external auditing practices and ensure the sustainability of companies in
Palestine, contributing to economic stability and protecting stakeholders’ interests. Methodology: A descriptive
correlational methodology was adopted, with a questionnaire distributed to a sample of 152 practicing external auditors
in Palestine. Findings: The findings revealed a high level of reliance by external auditors on analytical procedures.
Moreover, the study confirmed that internal audit quality, as a moderating variable, enhances the relationship between
the external auditor's role and financial failure prediction, increasing the accuracy of predictions by 9%.
Recommendations: The study recommends reinforcing the use of analytical procedures and improving internal audit
quality through training and adherence to international auditing standards. Furthermore, it emphasizes the importance
of fostering collaboration between internal and external auditors to enhance the accuracy of financial failure predictions
and ensure business continuity.
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