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Abstract 

There has b n growing r cognition in r c nt y r th i 1 m· n 

in ensuring sound financial r portin and d t rring raud. udit 

function is one of th strong t mean to monitor and prom t d 

enterpris s. As a result in many organization it h ing tt ntion n t only 

as an important component of prud nt financi 1 n1ana em nt but a a t 1 [; r impr ving th 

performance of public sector organizations and as a monitorin
0 

d ic . 

The purpose of this was to establish the role of internal audit in pr rooting ood corporat 

governance in state owned nterpris s. The study u d xploratory r s rch and primary d ta 

was collected via a questionnaire. The population compris d of all tate o n d ent rpri 

headquartered in airobi. Twenty nine respons s were rec iv d representing si ty s n 

percent of the sample size. 

A majori ty of state owned enterprises have set up internal audit d partments and tablish d 

audit committees. The study found that to enhance the ind p ndenc of th int mal audit 

function it should report to the board or the audit committ and that int mal audit staff b 

dismissed after the approval of the audit comm.itt e. Th main activity of int mal audit is 

evaluating the adequacy of internal controls providing assuranc about the achi vern nt of th 

organization's objectives with regard to reliability of frn ncial reporting and complianc to 

applicable laws and regulations. Key challeng s facing internal audit function is th 

insufficient number of audit staff manag ment reluctanc to implem nt uggest d 

recommendations and the inadequate technical resourc s and skilled p r onn 1 in th audit of 

computerized syst ms. Major achievements report d by respondents includ reductions of 

organization s costs minimal cases of frauds and strengthening of int mal controls. 

The study concluded that internal audit function plays a significant role in ehnancing good 

corporate governance. The Board and managem nt should offer th n cessary support 

appreciate the increasing status and role of int mal audit in promoting good corporat 

governance practices. 
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CHAPTER 1.0: INTRODUCTION 

1.1 Background 
orporate Governance ha in th r c nt pa t mo up harply on th gl b I 1n 

numerous corporate financial sc nd Is an th e c t 

investors billion of billings and de of million f empl y s ho had 

invested their savings in th se companie . Th e corp rat fraud foll wing in th 

the sian financial crisis of the late 199 s ar pitomiz d by Enron World m 

rossing and Tyco in the A as well as Vi endi Parmalat and oth r in urop . Th 

scandals have shaken investors' confid nee to the cor and call d into qu tion the honesty and 

integrity among Corporate Boards and Executive Managem nt KPMG 2004 

These recent events hav therefore highlighted th critical rol of Boards of Dir ctors in 

promoting good corporate governance. In particular Boards are being charged with ultimat 

responsibility for the effecti eness of their organizations internal control syst m . An ffective 

Internal Audit function plays a key rol in assisting the Board to discharge its corporate 

governance responsibilities. Yet how does the Board and its udit ommitte satisfy itself that 

Internal Audit is functioning effectively and efficiently? ( ar ns 2007 . 

orporate governance developments both in Kenya and int rnationally hav reaffirmed th 

Boards responsibility for nsuring th effectiv ness of their organizations' int mal control 

framework. These d velopments hav highlighted the k y role that internal audit can play in 

supporting the Board in ensuring adequate oversight of internal controls and in doing so fonn 

an integral part of an organization s corporate govemanc fram work. 

this period of financial reporting failure and increased regulatory scrutiny the internal 

auditor group has an exceptional opportunity to contribut towards improving both financial 

r porting integrity and corporate governance. The company s board and management xnust 

reaffirm or improve internal audit's independence and scope of inquiry. 



1.1.1 Internal Audit 

Th Institute of Int mal uditor II 20 11 ing miti n n int r 

auditing: 

Int mal auditing is an indcp ndent cti a uran nd c n ultin a ti ity d ign d t 

add value and improv an organization op ration . It h lp n r
0 

niz ti n t ompli h it 

objectiv s by bringing a systematic disciplin d ppr ch t nd tmpro th 

effectiveness of risk management control and 

designed to embrace the xpanding role of intern l audit which ha 

hi d finition i 

d from narro 

focus on control to includ risk manag ment and corporat go rnanc and al n ap ul t s 

the scope and challenges for mod mint rnal audit. An int mal audit function that me ts hi 

definition is uniquely positioned to support the board th audit committ cuti 

management as an essential compon nt of their go emanc mechanisms E II 20 5 . 

onsequently a significant opportunity for int mal auditing ha merg d to d m nstrat its 

potential to add value and to break away from its historical charact rization as organizational 

policeman and watchdog" (Morgan, 1979 . In other words e p rtise and knowl d of ri 

management and internal control becom a sourc of pow r for internal auditing to ad anc 

and play an important assurance and advisory role within the cont mporary 0 0 en1ance 

environment. 

From the above definition, int mal audit function has had a corporat gov mance rol in many 

organizations as early as the 1940s (Mo ller 2004) and that role has vol d o er tim . Th 

natur of intetnal audit activity today typically includes risk as s ment, control assuranc and 

compliance work all of which map directly into corporat go mane H rmanson and 

Rittenberg 2003). International Standards on Auditing I A require those charged with 

go ernance of any entity to have oversight r sponsibility of systems for monitoring risk 

financial control and compliance with the law. Th standards ncourages auditors to se k the 

views of those charged with governance on the ad quacy of accounting and internal control 

systems in place to prevent and detect fraud to d termine risk of fraud and error and the 

competence and integrity of management (ISA 240 . Further I A 315 d fines internal control 

as the proc ss designed and effected by thos charg d with govemanc management and other 

personnel to provide reasonable assurance about th achievement of the entity s objectives 

2 



\ ith regard to r liability of financial r p rting 

complianc with applicabl 

and implemented to addres id ntifi d busin n 

these objectives. 

An Internal Audit function could be vi d a a 

d 

th t thr · t n th hi m nt ny 

organizational governance and finan ial reporting. With appropri t upport from th f 

Directors' and Audit ommitt es th int mal audit taff is in th t p ition t gath r 

intelligence on inappropriate accounting practices inad qu te internal controls and in ffi ctiv 

corporate governance (Zeleke 2007). It is ther for an int gral n ne e sary part of an 

effective corporate governance fram work. longside the Board cutiv managem nt and 

external audit internal audit is one of the comerston s of good c rporat o emanc . 

h1 attempting to adequately discharge their responsibilities however int mal audit r ofi n 

find themselves in anomalous positions. They report to senior manag m nt within the 

organization, yet they are expected to objectively revie managem nt conduct and 

effectiveness. The only satisfactory solution to this probl m is for internal audit to r port 

pri1narily and directly to the Board and its Audit Committee rather than s nior manag m nt. 

1.1.2 Agency Problem 
Jensen and Meckling (1976) define the agency relationship as a contract und r which one party 

(the principal) engages another party (the agent) to perform some servic on their b half. 

Agency problem arises as a result of separation of ownership from control and it tak s two 

forms: one is the conflict of interest between shar holders and managem nt and tb oth r is th 

conflict between shareholders and debt holders. The sharehold rs through the board delegate 

the day to day decision making to the managers or a0 ents. Manao rs ar charged with using 

and controlling the economic resources of th firm. How ver manag rs may not always act in 

the best interest of th shareholder due to partly ad rs selection and moral hazards. 

Shareholders must therefore monitor managers to ensure they live up to the provi ions of th ir 

shareholders (Goddard et al. 2000). 

3 



Pow r 2000 argu d that ag ncy th ory 1 ba d n th n ti n th t th 

responsibilities by the principal to profe i n 1 n1 n ::;, r r quir 

that ither align the interest of principal and ag nt 

ensure that they use th ir knowled e and the firm 

l11 t ri 1 

h ni m 

high t p 

return for the principal. More sp cifica1ly the ag ncy th ory u
0

ge t th t th b t ption fc r 

owners is to design contracts that align manag r/own r inter t. A nc th ry i con m 

with aligning the interest of owners and manag m nt and is b d on th p r ption that th r 

is an inherent conflict between a flnn and its manag ment. 

To guard against management failures Modoveanu (2001) sug ests that shar hold rs hould 

enact ratification, monitoring and sanctionin0 mechanisms. hese m ch nisms ar for 

validating the decisions of the agents of giving financial approval or veto for an initiative or 

actionable plan of the agent. Power (2002) observed that the primary means of monitorin0 is 

via the annual accounts whose reliability is enhanced by the audit report. How v r ccounts 

may be inadequate for monitoring purpose due to information asymm try. Manag rs who hav 

mor information than the shareholders or auditors external produce th accounts and th y 

may be unwilling to disclose private information for fear that it may b used gainst th m. Th 

nature of the audit is such that omissions or distortions may not be detected or r port d to 

shareholders. In addition monitoring involves costs which the shareholders may not be willing 

to bear. Therefore to monitor management shareholders have traditionally r lied in the Board 

of Directors and Audit Committees. 

Various corporate governance mechanisms can be used to monitor management's b haviour 

and these include board of directors an effi ctive audit committee and both int mal and 

external audit. The management is accountable to th board which in tum reports to th 

shareholders. It therefore the responsibility of board charged with governance of the entity to 

ensure, through oversight of management that the entity establishes and maintains int mal 

control to provide reasonable assurance with regard to reliability of financial r porting 

effectiveness and efficiency of operations and compliance with applicable laws and 

regulations. Active oversight by those charged with governance can help r inforce 

management's commitment to creating a culture of honesty and thical b ha ior. lnt mal 
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Audit assists the Board of an organization dischar 

and Anderson (1993 argues that int mal audit is 

board. 

it orp rat go m nc re p n ibiliti 

ubstitut m h ni m u r m nit ring by th 

OECD provides in its guidelines that tate Own d nt rprises h uld de lop effici nt internal 

audit procedures and establish an internal audit function that is monitor d by and r ports 

dir ctly to the Board and to the Audit Committee or the qui val nt company organ to mitigat 

against the agency problem. The internal auditing function as part of the corporat gov mane 

structure plays an increasingly important role in monitoring the int mal control system of th 

company and its financial reporting systems K.has 1999). Th demand for good corporat 

governance now equally applies to the public sector as we11 as the private sector. Accordingly 

the public sector management must give equal attention to the processes and governance 

mechanisms of their institutions (Balderston 1974 . Internal auditing was identified as one of 

the key participants to promote good governance in the corporate sector (Kadir 2000 · hence 

management in the public sector organizations should realize the importance of the internal 

audit function in their institutions. Moreover, J. Kinfu 2006) has also noted that one that on 

of the strongest means to monitor ethics and bovemance in government institutions can b 

through the audit function. These statements clearly indicate the contribution that IAF can have 

towards enhancing government efforts in effective public sector governanc 

1.1.3 State Owned Enterprises (SOE's) 
SOEs generally known as parastals are partially or fully government owned and controlled 

companies. There are approximately 120 SOEs in Kenya employing ov r 200 000 persons. 

SOEs are established under the State Corporations Act Cap.446 and other Acts of Parliament. 

As defmed in the State Corporations Act, SOBs encompasses all state owned enterprises 

whether established by the Companies Act or other statute. All SOEs unless exempt d from th 

State Corporations Act under Section 2(Vii) of the Act fall under the ambit of the State 

Corporations Act Cap 446 which came into existence in 1986. This Act is ther fore th 

supreme legal document relating to management and control of state corporations. 

The primary objective of the parastals according to a study carried out by IEA (1994) was a 

desire to take hold of the economy promote a Kenyan entrepreneurial class and earn a share of 

5 



the profits o hetwis recei d by th pn t r. 

of OEs hen h noted that that th go n1m nt lo 

other financial leakages (Or ngo 2 

Kshs.8 .5 billion was inj cted into some 1 

th imp rt n 

ry 

1 4. he 

out of intetnal management probl m charact riz by corruption int rD r nc m 

management by the political ing of gov mment and p r planning and udg ting. 

SO s contribution to th nation s economic d lopm nt as oft n f: ll n hort of p ct tion : 

output growth has been sluggish quality and producti ity I 

has imposed heavy financial and managerial burdens on gov rnment d th r for th n d t 

closely monitor their performance through appropriat audit proce ses. 

1.2 Statement of the Research Problem 

Democracy requires a government to be accountable in its use of public funds and in pro idin0 

effective, efficient and economical service d liv ry. Effici nt manag m nt and quality of 

governance at all levels in SOEs is seen as one of th ways of creating wealth and mployment 

in a nation. Without investment, public sector corporations will st gnate and collaps . If 

business enterprises do not prosper, there will be no economic growth no mployment no 

taxes paid and invariably the country will not dev lop. It is important ther or for OEs to b 

well governed and managed so that they can attract investm nts cr at jobs and wealth and 

remain viable, sustainable and competitiv in th global mark t plac . 

Th crisis in the public sector has often b en associat d with poor manag ment (Ikiara 2000). 

Central to the management of SOEs is the issue of good c rporat gov mance. Ther has b en 

public outcry since the 1990s du to massive financial scandals and frauds in the public sector 

such as Rural Developm nt Fund the Kisumu Molass s project th Turkw 11 Gorge Multi

purpose Project and the Goldernberg Export ompensation ch m which was th subject of a 

commission of inquiry. Oth rs collapsed completely namely· Kenya ooperative r ameri s 

and Kenya Meat Commission which ha since been revived. The Anglo Leasing has be n 
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on of the most rec nt major financial cand 1 . u 
continued to feature in th r port of th 

government auditor and the reports of both th Public 

rp tr t 

committees of Parliament. A rec nt prob r port n ny o r n 

suggested corporate mjschief of Enron proportions. 

One will be tempted to ask: ' Why didn t th int mal uditor bl w th 

because an internal audit function could b viewed as a first d ~ ns 

1n pu li in ti uti n 

ncr I th fi i 1 

ubli tm nt 

mp· ny 

hi tie . ' hi i 

corporate governance and financial r porting (Z kel 2 7 . h int mal udit functi n ha 

been described as the "window into the whole comp ny" ap try t ork 2 4 nd thu 

serves as the "eyes and ears of management" awy r 1973 . An int mal audit functi n with 

this type of access throughout the organization is in a uniqu po ition to s r e a a lue 

resource to the other three corporate governanc parti s. Vallario (2 3 obs d that that or 

governance to benefit the varied stakeholders of an or0 anization th int mal audit function 

must be an integral component of the network of parties h ing corp r t go m nee 

responsibilities. Further according to Faukn r (2006 wh n things go wrong nd ther i 

corporate collapse the question rais d is where w re the auditors? . Th internal audit staff is 

in the best position to gather intelligence on improprieties and ineffi ctiv corporat gov rnance 

and there is significant public interest in gr ater r sponsjbility b ing placed upon int mal 

auditors. 

Corporate governance concerns in public sector nterprises have not b n adequately 

addressed. Top management positions in the public ector have if not in most cas s been 

awarded based on political patronage and not on merit or efficiency Ikiara, 2000 . It is oft n 

recognized that an internal audit department should be able to provid independent and 

objective opinions on the organization's operations. It will report r gularly th s to the Board 

audit committees and management. 

Wh reas a number of prior research studies on corporate governance J bet 2000· Gakuo 

2001· Mwangi, 2002; Wangombe 2 03 ·) have concentrated on corporate governance 

practices in various sectors only a few have mphasized on audit: Audit Committees and 
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orporat Govemanc Riro 2 05 and h r i d th ·t m· 1 u it r tn 

orporate Govemanc (Mutiga 2 6 . urth r pri untri 

bas explored obj ctivity issues Brody and L 2 th 

relationship between internal and t m 1 uditor F li an 

some recent studies hav e plor d th r lationship b tw n int m I u it nd th udit 

committees (Goodwin, 2003; Raghunandan tal. 2 1 . 

o research study however, has been undertak n e amining th rol of th int m 1 audit in 

promoting good corporate governance or/and factors that prompt and influ nc corpor ti n to 

create an internal audit function both in th public or privat s ctor. Thi r arch study 

therefore sought to investigate the role and the e t nt of th contribution to good corporat 

governance practices in the public sector by the int mal audit function in Kenya. It lso s ught 

to narrow the existing gap by answering the qu stion: What rol do th int mal udit function 

play in promoting sound corporate govemanc practices in the publics ctor? 

The results of the study make important contribution to thi gro ing body of lit ratur and 

document the use of internal audit in the public sector for nhancing good go mane 

practices. The limited use of the internal audit function by th public s ctor ha important 

practical implications for sound corporate gov mance. 

1.3 Objectives of the Study 

The purpose of the research study was to explore the rol and th us of int mal audit function 

in promoting good corporate governance in public sector nterprises and th challeng s fac d 

by the internal audit function in SOE s. 

1.4 Research Questions 

To assess the primary objectives of the study, the following r s arch qu stions guided th 

study: 

1. What is the internal auditor s role in promoting corporat go mance? 

2. What are the challenges faced by th internal audit department in promoting good 

corporate governance? 
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3. What kind o sat! guard n d t b built int th 1 • t n ur th t int m· I uditin , 

m et its ext mal gov mane r p ny n tat nt rpn 

4. Why some tat 0 n d nt rpri h d n rtm nt. 

Thes were interesting research qu stion m v1 of th orp rat 11 p 

which have focused global art ntion on corporat v m nc nd th n tr n th n 

internal controls. 

1.5 Importance of the Study 

The flndings of this research study ar important in further r fining th scop of th int m 1 

audit function in th public s ctor enterpris s esp cially so to th policy makers cone rned 

with regulation governing the internal audit function· and en bling thos charg d ith th 

responsibility in the management of public affairs that the manag m nt syst ms in place ha 

adequate internal controls to promote transparency accountability and in nhancing go 

corporate governance mechanisms .. 

Others to benefit from th study includes:-

Academicians and Researchers: 

The highlighting of the importanc and effectiven ss of the internal audit functi n in 

promoting corporate governance is of value to them. This i b caus th y are int r ted in 

establishing whether internal audit function adds valu to the accuracy of financial stat ments 

and reporting disclosures of ins6tutions in th public s ctor and may use th findings as 

references in further relevant studies. 

Donors and the General Public: 

The donors and the public should be made aware of the importance of corporate gov mane 

and the internal monitoring mechanisms that th public administration has institut d to nsure 

public funds are utilized for the intend d purposes. Int mal auditors are the watchdogs to th 

operations of management and th refore, th ir ind pendent and ffectiveness ar of gr at 

Importance to the donors and the public. 
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nt rnal udit Manag r 

Th research findings are us ful to mana., r f int m l udit d partm nt th r ult m · 
th m appreciate th ir role and plac in pr m g m n p ti b n y 
open r for performance impro em nt. 
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CHAPTER 2.0: LITERATURE REVIEW 

2.1 Introduction 

Most of th d bate cone ming corp rat go eman li n th 

dif rent int r ts at play in both th public an pri at tor. h 

tr e-off betw n manag ment and contr 1 and can only 

internal and e ternal check and balanc 

2.1.1 Corporate Governance 

id nt in th 

ient y t m f 

h current preoccupation with corporat go en1anc can b pinpoint d at t o nt : Th 

a t Asian crisis of 1997 that saw th economi of Thailand Indon i outh Kor 

Malaysia and the Philippines se r ly affect d by the exit of foreign apital aft r prop rty 

assets collapsed. The lack of corporate govemanc m chani m in th countri highlight d 

the weaknesses of the institutions in their economi s. Th s cond event wa th Am rican 

corporate crises of 2001 to 2002 which saw the collapse of two big corp rations: Enron an 

WorldCom, and the ensuing scandals and collapses in other corporations such as rthur 

Andersen, Global Crossing and Tyco in th A. 

Shleifer and Vishny (1997) defined corporate gov mane as deals with the ays in which 

suppliers to corporations assure th mselves of getting a return on their in stment. How to the 

suppliers of finance get managers to return some of the profits to them? How to they make sure 

that managers do not steal the capital they supply or invest it in bad proj cts? How do suppliers 

of finance control managers". 

The OECD 1999 deftnes corporate govemanc as a s t of relationships betwe n a 

company's management its board its shareholders and other stak holders. orporate 

governance provides the structure through which the objecti es of the company are set and the 

means of attaining those obj ctives and monitoring performanc . Good corporate gov mane 

should provide proper incentives for the board and manag ment to pursue obj ctives that ar in 

the inter st of the company and shar holder and should facilitate effective monitoring th r by 

encouraging firms to use resources mor efficiently '. This definition bears similarity with that 

given in the Cadbury Report (1992) which provides that corporate governance is the syst m by 

which companies are direct d and controlled. 
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ithin the K nyan n ironm nt h n 

ctor orporat ru t n 

rporate Govemanc 

in the st wardship of th 

f maintaining and increasing sharehold r alu 

context of its corporate mission. It is cone m d ith ere ting b 

social goals and b tween indi idual and commun I go 1 whil 

resources accountability in th use of po 

int rests of individuals corporations and oci ty GT 

guidelines on Corporate Governance Practices by Public Listed ompan1 

th th rt 

lign th 

i u d 

state that 'good corporate governance practic s must b nurtur d and nc urag d to 

a matter of best practice but certain aspects of op ration in a b dy corp rat mu t ofn c s ity 

require minimum standards of good governance 

Governance is concerned with the processes systems practice nd proc dur s formal nd 

informal rules that govern institutions, the mann r in which th s rul s and r gulation r 

applied and followed, the relationships that these rul s and regulations d termin or cr at and 

the ature of those relationships. Essentially governance addr ss the 1 ader hip role in the 

institutional framework. 

orp rate failures and scandals ha e necessitated th d mand for reforms and for better 

regulati ns particularly on governance issues. In th UK a number of issue in th early 1 90' 

notably the collapse of the Maxwell business mpir stimulat d discussions and d bat about 

structures for controlling executi power (Power 2 002). code of best practice was 

developed by a committee chaired by ir drian adbury the adbury ode . In th as 

a result of high profil allegations of financial statem nts fraud and lack of respon ible 

corporate governance of high profile companies ( .g. nron Global rossing and World om 

has shaped the ever increasing attention on corporate gov mane in gen ral including internal 

audit in particular. The fall of the above companies has raised concerns r garding the lack of 

vigilant oversight functions such as Board of Directors (BOD) management audit committ es 

and internal auditors in effectively overseeing financial reporting proce s and auditin 
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function ithin an ntity. r ult · numb r 

e t bli h d to addr ss corpor t g rn nc nd th 

r adways ommission Blu Ribb n mmi i n 

pr 

d th 

nd 

Act f 2 2 into la hose major pro i ion wa th r utr m nt fl r th 

Internal Audit Function I in comp nj . 

2.1 .2 Importance of Corporate Governance 

h 

li hm nt th 

According to OE D 2005 go mane can impr cc fi r m rging m r m m 

to global portfolio equity. Evid nee indicat s that w 11-go 

11 

market valuations. Improving corporate go mane ill lso incre e all th r capital fl w to 

companies in developing countries: from dom stic and glob 1 capital uity and d bt for 

public securities markets and pri ate companies sources. 

ompanies that demonstrate good corporat governance ha e easi r ace s to th rld 

capital markets and boosts investor confidence Price Wat rHo use oop r 7 . Improv d 

governance structures help ensure quality d cision making ncourage fD ti succ ss1on 

planning for senior management and enhance th long term pro p rity of th c mpany 

independence its sources of finance. 

Good corporate governance atms at the increas d profitability and effici ncy of bu in ss 

enterprises and their ability to cr ate wealth for shar holder incr as d mploym nt 

opportunities with better terms for workers and incr as d en fit to harehold r . The 

transparency accountability and probity of busin ss ent rpris s make th m as ace ptable as 

caring, responsible, honest and 1 gitimate w alth creating organs of soci ty. Th credibility of 

business enterprises enhances their capacity to attract investment in an internationally 

competitiv environment. The enhanced 1 gitimacy responsibility and responsiv n ss of 

busin ss enterprises within th conomy and improved relation hip with th ir anous 

stakeholders comprising shareholders managers employ s cu tamers supplies and 

communities providers of finance and the n ironment enhance th ir market standing image 

and reputation (PSCGT 2002). 
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As far s th public ct r i 

in th ste ardship of th se re ourc 

improving peoples liv s. Ef~ cti 

objectives. Further proper corpor t gov man 

noted by the entre for orpor t Gov rnanc 

corporate boards are accountable for th ir cti ns 

responsive to societal and shar holder ne ds. t th 

ur 

good. The multilateral and donor agenci insist on good corporate 

r putation risk, which is avoiding being associ t d 

governance. Reputation risk is particularly s rious 

stand to lose from governance abuses (OE D 2005 . 

unt ili t tr 

in pu li 

m tin th 

ith poor 

and quity in tors 

Public attention through high r profile corporate candals and collap h ~ rc d 

governments, regulators and boards of corporations to carefully r consid r fund m ntal issue 

of corporate governance as essential for public economic inter t. In addition th volatility and 

instability experienced in emerging markets in r c nt tim s has dr n att ntion t th 

implications of corrupt practices and maladministration in national and int mati nal financial 

systems and on public expenditure. 

2.2 Role of Internal Audit 

The roots of internal auditing lie in the financial control re a shown in IA s tat ment f 

Responsibilities of Internal Auditing issu din 1947. It was charged with the task of m a uring 

and evaluating th effectiveness of different types of control and valuatin0 the correctn s of 

fin ncial transactions. The objective of th function was to assist members f the organization 

in the effective discharge of th ir responsibilities Rittenb rg and ov 1 ski 19 7· Bou-Raad 

20 0). 

Hass and Burnaby (2006 noted that organizations ha e encountered rapid changes in 

economic complexity, expanded r gulatory r quir ments, and t chnological advancem nt in 

r cent years. These changes have given the internal audit function (IAF) a set of expand d 
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opportunities to support manag m nt pr vid 

nerat dir ct reporting links to th audit mmitt 

th r r , ntl ti n I 

hapman and And rson 20 argu that th inclu i n fa ur n 

the n w defmition of internal auditing r ult in int m 1 au 

consumer focused acti ity cone med with the import nt i u 

and governance. The definition sp cifically tat s that 1 

improve on organization s operations. Th IIA standar 

dd 

of 

n.i tn 

nd 

urn 

engagements as financial perfonnance complianc y tern urity nd ilig nt au it . 

onsulting activities include conducting int mal control training ro 1 ing d 1c to 

management about the control concern in new ystem draftin policie nd participating in 

quality teams. These are all value-added activities and contribut to organiz tiona} uc e nd 

strat gic achievement. 

A study by Cooper et al. (1989 that aimed at determining the stat of int m 1 audit pr tic m 

Hong Kong found that 45 .6% of ChiefExecutiv Officers EO aw th main rol of int mal 

audit as being an independent appraisal of the int mal contr 1 syst n1· 21. % perc i d 

internal audit's main role as an independ nt revi w of th efficient op r tion of th 

organization; and 19.2% were more concerned with prop r safegu rding of a ts an 

preventing and det cting fraud and error. Th internal audit manag rs sa their main role a 

financial auditing and internal control reviews repres nting up to 5 Of< of th activity in 4% of 

th internal audit departments that responded to th survey. imi]arly a r s arch aim d to 

provide a profile of internal audit and to addr ss a numb r of is ues including th role and 

scope; and the future role of internal audit work wa carri d out in Australia in 1990s. In 

respect of the role and scope of internal audit th findings w r that the EOs app ar d to 

place great emphasis on the audit of financial areas and yet most internal auditor ere by then 

concentrating on operational areas. The major area of audit co rag a ackno 1 dged by 66% 

of EOs was accounting and finance. This high exp ctation of coverag in accounting and 

finance was reinforced by their strong p rception of internal audit as an indep ndent appraisal 

of the int mal control system. This study also reveal d that only 40o/c of internal audit 

managers spent between 30% and 80% of their time on financial auditing while almo t 
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nother40% sp nt only 1 -3 % of th ir tim n fin n ial udit in . h 

udit was en as pandin b yond th tr dition 1 

often constrain d. Th surv y disclos d that th 

n ed for indep ndent r views of th op ration I 

h intern· I · udit · 

in th 

of the EOs believed in th emerg nee of gr at r int mal udit mph i in in 

aluations of the effectiven ss of manag m nt n th u f int m l audit an int m 1 

consultant to managem nt. 

The overnment Financial Regulations and Procedures (I 98 pr id th t th m m bj ti 

of internal auditing is to assist all level of manag m nt in th ffecti i charg f th ir 

responsibilities through the submission of r ports on th ir xaminati n hich contain 

unbiased, dispassionate and factual analyses of their p ration and wh n justifi d appropriat 

action oriented recommendations for corrective action. Achieving this objecti ill u ually 

involve the review and evaluation of the ad quacy soundness and applicability fa counting 

financial and other operating controls· the effectiveness and conomy of these controls· the 

extent of compliance with established policies plans and procedur s· th extent f complianc 

with legislative mandates and restrictions embodied in the laws governing variou 0 ovemm nt 

programmes; the extent to which government assets are account d for and safi guard d from 

the losses of all kinds; and the adequacy and r liability of financial reports and other 

accounting data emanating from the accounting unit. 

The scope of internal auditing is presently limited to the abo e mention d tasks but will in 

future be xtended to all government operations, activities and relat d management control in 

the interest of providing maximum service to the responsibl managerial officials. T day 

internal auditing functions are g nerally g ared towards as essing and ad i ing n risk 

manag ment, control and governance processes in ministri s d partm nt and di trict . Its 

objective is to provide quality assurance and consulting servic s design d to add valu to 

Gov rnment 

2.2.1 Internal Audit Charter 
The Internal Audit activity charter is the fonnal document that sp cifi s the internal auditors' 

authority and responsibilities. The charter is important to manag ment the peopl being 
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udit d nd the udit t ff. h ndor m nt th Int m 1 

r s the importanc of th int m J audit un ti n in r 

hould be continu d coop ration fr m rn nag m nt 

responsibility to the corporati n (II Manu I 2 02 . 

udit ti it 

niz ti n 

II 

h r 

ulfill th ir imp rt nt 

P rfonnance Standards d crib th nature of int rn I audit cti iti d pr id uality 

critelia against which the performance f th s s rvic 

tandard 213 on Gov mane stat that th int mal audit ti ity h uld contribut t th 

rg 1ization's governance proc ss by evaluating and improvin th pr c through hich· 

values and goals are established and communicat d th ace mplishm nt of goals i m nitor d 

accountability is ensur d and valu s are pr s rv d. It furth r provid s that int mal audit rs 

hould review operations and programs to nsure con istency ith org ni ational valu nd 

consulting engagement objecti es should be consistent with th o ra11 values and goal of the 

organization. (Standards forth Professional Practice of Internal Auditing 2 0 . 

Previously the authority and responsibility of int mal audit wa d rived from sub-sections 2 

and 3 of section 4 of the Exchequer and Audit Act ap 412. his s ctions state that: th 

P rmanent Secretary to the Treasury, or any officer in the Treasury authorized by him shall be 

entitled to inspect all offices and to have ace ss to all official books docum nts and oth r 

records as may be necessary for the exercise of the pow r and duties of th Treasury under 

this Act. The Treasury shall so superintend the exp nditure of public moneys a to en ur 

prop r arrangements for accounting to the ational Assembly for uch e p nditure ar mad 

Exche uer and Audit Act cap 412). 

Internal Audit Function is an independ nt review function set up within th rvice and is 

governed by the Government Financial Managem nt Act 20 4 s ction 9(1 c as a s fVlC to 

all levels of management. Th Internal Auditor General is respon ibl for effi ctiv revi of 

all aspects of risk management and control throughout the ivil ervice of the Republic of 

Kenya as stipulated in the Exch quer and Audit Act ap 412 sub-section 2 and 3 of s ction 4. 

urrently, the internal audit function is centraliz d under tb Int mal Auditor General s Offic 

lAG) under the Ministry of Finance. Und r this arrangement internal audit staff b longs to 
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th Int mal uditor th # r p t d t th in nt 

mini tri th y audit nd r p rt to th I 

In rder to clarify th position of int mal audit n t pr id n . 

numb r of policy document h e b n d p din lu ing th hart r or 

harter for Internal udit Int mal udit uid lin thic I u1 lin ~ r Int n1 I 

Auditors. An Internal Audit Manual and uid lin ~ r th 

Professional Practic of Internal uditing ar curr ntly b ing d 1 ped. urth rmor . in ord r 

to n ure independenc of th int mal au it function in lin ith b t pra tic th h d f 

int mal audit unit, under the decentralized s t-up shall functionally r port to th a c unting 

officer but have direct access to the Audit ommitt . The duties nd r ponsibiliti of th 

audit committees are specified in the Tr ury ircular o. 1 /20 5 publi h d in ct b r 

2005. 

The reforms in the Governments financial management systems ha e impli d chang from 

the traditional role of internal audit to a more proacti e and ind p ndent rol bas d on 

inten1ational standards and best practice. The chang s ha e confi rr d n w r pon ibilitie on 

the internal auditing function such as review of IT systems controls and valuation of 

effectiveness of public financial manag ment programm s and ori ntation toward risk-bas d 

audit ng. Accordingly there is an urgent ne d to build capacity of the internal audit function by 

m ans of upgrading the skills and knowledge of the internal audit staff updating of th int mal 

audit n1ethodology and policies and procedur s and auditing in a computeriz d n ironm nt. In 

addition there is need to appropriately manage the proc ss of dec ntra1izing th internal audit 

function. 

K y achi vements towards the strength ning of the Int mal udit Function I m 

go ernment was the enactment of the Government inancial Manag ment ct in D c mb r 

2004 which clarifies the role of accounting officers and treasury functions and mor 

importantly formally enshrines the office of the Int mal Auditor General. Thes change 

should enhance transparency and accountability in th management and penditur of public 

funds. 
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nya onsultati roup tin h ld ith d m ril mcnt 

artners lc med th appointm nt of th lnt m 1 u it r 

for public financial manag m nt r fonn 

lab ration of a s ctor-wid supp rt pr gr mm built r und mm nt t1 pi n 

and ensure public fund are us d with int ·ty nd tran p r ncy. 

ndy Wynne (2001) concluded that th int mal audit unit in th ral n1ini tri 

hav a direct line to th perman nt s cretary in th ir r p ti 

ind pendence is pres rved as it is th Accountant- ini try 

control their transfer rather than their home ministry. In additi n 

audit unit is required to report to the Accountant-G n r 1 ch quart r on th 

undertaken and their main findings. How r their cope could till b 

permanent secretary in their ministries that ndors s th ir annual pl n. 

2.2.2 Internal Auditor Independence 

H 

10 th t 

ch int m 1 

ork th y ha 

it i th 

The Research Committee of th Institute of harted Accountants in cotland 1 3) c1 im d 

that one of the criticisms made of internal auditors is that th y are not ind p nd nt of th 

executives. Cipfa (1990) d fined ind p nd nee as th int mal auditor having ind p nd nc in 

tenns of organizational status and p rsonal obj ctivity which p rmits th pr p r p rformanc 

of their duties. The professional internal auditor must ha independenc to fulfill hi 

profi ssional obligation to render a free, unbiased unrestrict d opinion and to r port m tt rs a 

they re, rather than as some ex cuti es would lik to th m to o ( a yer 1 88 . 

Independence permits internal auditors to perform their work fr ly and bj ctiv ly. V nasco 

1996 not d that without independence th d sir d r sult of int mal auditing cannot b 

realiz d. He also concluded that the role of th int mal auditor r quir s unr trict d 

independ nee in order to perform a vari ty of duties £1 r th organizati n th y s rv . or 

internal auditors practical independence needs to b constitut d through th org nizational and 

reporting status of th internal audit departm nt. 

Standard on internal auditing reiterate th imp rtanc of maintaining tb auditors 

ind pend nc . Attribute Standard 1100 on Indep nd nc and Obj ctivity provides that the 

internal audit activity should be indep nd nt and int mal auditors should be obj cti m 
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rforming th ir ork. urth r ttribut t nd· rd 111 n r niz ti · I J 

plain that the hi f udit r · rt t 1 \ 'ithin h 

that allo the internal audit acti ity t ulfill it Ut 

1110. 1 xplains that int mal audit acti ity it d t nnining 

th scope of internal auditing p rfi rmin 

2 00). 

rk nd mmu ic· tin r ult II 

A study by Gordon and Fischer (1996 pro id mi d r ult cone m1nu th d rc 

independ nee experienced by internal auditors. Th m st affinnati 

was reflected in thos auditors who ar hired by the board of dir ctor 

for unrestricted access to records and r gularly m t ith th II in~ rmal 

indicators of evidence; informal indicators may be m r important. One in nn I ay th t th 

internal auditor's work can be in.fluenc dis through th board and mini tration p rc ption 

of the quality of the internal auditors work. Furth r a surv y Azad 19 2 conclud d that 

reporting to the audit committee was the most important for impro ing th ind p nd nc o 

IAF. 

Inten1al auditors should have an impartial unbi d attitud and a oi confli t f int r t. If 

independence or objectivity is impaired in fact or app aranc th d tails of th imp irment 

should be disclosed to appropriate parties. Th natur of th disclo ur ill d p n upon th 

impairment. Internal auditors should r frain from ass sing sp ci lie op r tions for which th y 

w r previously responsibl . Objectivity is pr sum d to b impair d if an au itor provid 

assurance services for an activity for which the auditor ha r sp n ibility ithin th pr iou 

year. 

2.3 Internal Audit and Governance 

The primary representatives of the organization st hold rs ar vi w d as th four 

cornerstones of corporat gov mane , and th s includ th udit committ board of 

directors xecutive management, external auditors and the int mal audit function. o 11 r 

(2004 notes that the int mal audit function has had a corp rat gov mane rol in many 

organizations as early as the 1940s and that the rol ha evolv d overtime. Th In titut of 

Internal Auditors (IIA 2003 bears similar obs rvation by n ming internal audit function as 
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on of th four com rston m go 

and e t mal audit. Th institut argu 

ith comp t nt pro:D ssional staff nd 1 

ind pendent and obj cti opinion on th 

to the board audit committ e and mana m nt. 

in an r nd 

n int m· I udit un ti n ill pr id 

r p rt th r 7 Ul rl y 

Th internal auditing function a part of th corpor t go m n tructur pia 

increasingly important role in monitoring th int m I c mpany d it 

financial reporting systems (Khas 1999 . The dem nd or g od corp r tc go ernanc n w 

equally applies to the public sector as well as the pri at s ctor. c rdingly the pu lie ct r 

management must gjve equal attention to the process s and go emanc m chani m of their 

institutions (Balderston, 1974). Internal auditing was i ntifi d as n ofth key p rticipants to 

promote good governance in the corporate sector Kadir 20 0 · h nee manag m nt in th 

public sector should realize the importance ofth int mal audit function in th ir institution . 

Drucker (1975 observed that to ensure institutions deri e th most ben fit from int mal 

auditing, it is essential that the governing body should formally establish an int mal auditing 

department, an audit committee of the go eming body should ov rse the coordination of 

internal and external audit operations· and internal auditors in th intern l auditing d partment 

should report to an official who will ensur the defici nci s ar promptly con ider d and 

corrective actions taken. 

Andy (2002) notes that because of corruption and misconduct by high ranking gov mment 

officials inappropriate use of resourc s and the abuse of ex cutive authority there have be n 

increased public interest and concern for the process s by which the go ernment IS 

accountable to the citizens for its decisions and action . He further observes that ther ts 

increased demand that taxes be properly expended and th community rec ive value for 

money. The modem role of the government auditor as a member of the managem nt control 

team should be reviewed and red fmed so as to einforce th accountability of government to 

the public as a whole. 
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penh id 2003 on the r n \\ int r t in u it in '· 

no ing chall nged by audit committ d th hi 

ut to play a larger rol in ov rail corp 

ffe tive internal audit function embr a bro d c 

monitoring fmancial and operational contr Is and compli n . 

it uni t r 

th ir ' It 

nd th t 

u in' n 

h Government Internal Audit ouncil of an . in it p p r Tit Rol of uditi11 ;, 

Public Sector Governance states that' gov mment intern I u iting i 

public sector go ernance. By providing unbiased obj ti e a ment 

resources are responsibly and effecti ely n1anag d to achi e int nd 

government organizations achieve accountability and int grity. impro 

f g 

confidence among citizens and stakeholders. An efD ctiv public s tor int mal u it function 

strengthens governance by materially incr asing citiz ns ability to hoi 

accountable. Auditors perform an especially important function in tho go rn nc 

that are crucial in the public sector for promoting cr dibility equity and ppropriate b h iour 

of government officials, while reducing th risk of public corrupti n. 

H rmanson and Rittenb rg (2003 argue that as a result of the n tur of int mal au it a ti ity 

today typically includes risk assessment, control assuranc and complianc work 11 of hich 

map directly into corporate govemanc . Th corporat gov mane rol of th IA ill likely 

take an increased role given the n w r quir m nts impo d und r 

16/2005 dated 4 th October 2005. 

ircular o 

he IAF has been described as the ' window into tb whol company ap stry twork 

2004) and thus serves as th '' ey s and ars of manag m nt awyer 1973 . An ith 

this type of ace ss throughout the company it i in a unique position to s rve as a alued 

resource to the other three corporate govemanc parti s. 

In analyzing the evolution of internal audit practices upta and Ray 1992 clearly no tic d an 

xtension of the audit examination into acti ities that were previously not audited. Tb Y 
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indicat d a shift from xamining fin n i 1 r n r u t ir 

int mal control aluations oper ti nal auditin 

futur action. According to Allot 1 9 , th c nt m1 
hethcr the organization plans and a tiviti ha 

In addition he or she comm nts on 

ha been achieved. Th n w' internal uditor i 

would be subjected to increased interaction ith oth r lin un ti n nd 

suggesting possible solutions and improv m nt int m 1 audit r try 

proactive ways Thevenin 1997). 

ti 1 r 

or in a m r 

he increased regulatory demands for accountability following th w 11 - n wn c rp rat 

scandals that have shaken the worldwide business n ironm nt in luding th K nyan publi 

sector in the last decade, have brought government ri k manag m nt and int mal ntrol 

systems into public policy debates on corporat go mane . Many national nd int m ti n I 

corporate governance guidelines including recent incentives tak n by th 

ommission (2003) and the Capital Markets Authority 2002) cl arly d mand that bo rds of 

directors and executive management adh r to sound risk management and d mon trat 

publicly that they are in control of their organizations. Mor pecifically Accounting Offic rs 

in government ministries and departments are responsibl for n uring that appr priat y tern 

of risk management, internal control syst ms and audit committ c ar in la . In addition 

audit committees are often established to assist in carrying out th e gr wing monit ring 

r sponsibilities with respect to control in the broad st s n e. ub quently Accow1ting 

Offic rs must be the first to identify and evaluate the risk fac d by th ir organization and 

second to design operate and monitor a suitable syst m of int mal control which impl m nts 

the policies adopted by the government. 

By stating that internal auditing should evaluate and contribute to the itnprov ment of th risk 

management control and governance th ITA formally recognizes the assuranc and 

consulting role of internal auditing in corporate govemanc and th r by refl ct e isting 

practice: '' Internal auditing is an independ nt objecti assurance and consulting acti ity 

designed to add value and improve an organization s operations. It helps organizations 
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accomplish it obj ti s by bringing t m ti iplir · ppr h l · nd 

improv the effi cti n 

the audit committe and ex cuti 

m chanisms (E ITA 2005 . ons quently a 

ha emerged to demonstrat its pot ntial t add 

characterization as organizational policem nand g" 

xpertise and knowledge of risk manag m nt and int m I c 

power for internal auditing to advance and play an imp rt nt 

within the contemporary governance nvironm nt. 

r th int n1 I uditin 

rds 

f 

ur nc r I 

Jocelyn Thompson, Auditor General of Trinidad an obago hil pr nting a pap r n 

Accountability and Audit at a Regional Public Exp nditure Mana m nt onfi r nc h ld in 

Port of Spain, Trinidad, in February 2003 not d that an int mal udit fun ti n pl y a 

significant monitoring role in the accountability proces and that t manag m nt 

responsible for ensuring that as far as possible th internal audit function hil c rri d ut by 

the organization's employees, is fr e from restrictions that could limit its c p . It is 

mandatory therefore that the internal auditor be r ponsibl nly t s ni r rnanag m nt to 

preserve the independenc of the internal auditor from influ nces by th per onn 1 ubj ct to 

int mal audit. She further, observed that int mal auditing must not b c nfin d to financial 

transactions. In the final analysis, it assists th organization thr ugh it fact-findin0 judgm ntal 

evaluation followed by recommendations and folio -up action. The internal auditor can al o 

assist line management by ensuring that adequat financial and manag m nt control hav 

been implemented and are operating effectiv ly or by id ntifying w akn s e in th y t m and 

recommending remedial actions where n cessary '. 

The ommonwealth Association for orporat Gov mane G 2 

th board to r gularly review processes and proc dur s to ensur th 

5 guid lin r qUJr 

effi cti n s of it 

internal systems of control so that its decision-making capability and th accuracy of its 

reporting and financial results are maintained at a high level at all tim s. The guid lin tat 

that ' the board should implement a formal int mal audit function. An audit committe hould 
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b e tabli h d to keep und r r \ i th n th 

fici ncie . Th board shoul mak ur th t u"'"""'.,., 

int mal and e temal auditor i op n nd c nstru th . It · ti t 

th audit is adequat and that manag m nt nd th int mal · u it r h 

utiga (2006 in his study which sought to d t rmin 

corporate go emance indicat d that th ind pendenc 

corporate governance. His findings highlight d that 

of conflicts of interest on the part of th auditor f 

it n it 

nh ncin0 

id nc 

p K 

legislation and judiciary and creating awar ness through which an udit r c n di cus 

with shareholders any reservation or n1isgivings th y might h udit 

could enhance the independence of the auditor and nhanc c rporat o n th 

inclusion of corporate governance issues on the audit r port he n t d the folio ing: 52o/c of 

those interviewed were of the opinion that such a paragraph enhanc tran p rency and 

accountability to the sharehold rs from an independent sour . H er 45% of the 

respondents felt that such a paragraph was not neces ary as audit rs do not r i complianc 

with control guidelines. They argued that this is th work of r gulators. urth r th y w r of 

the opinion that corporate governance encompasses th whol ntity p rations financial and 

otherwise, and this would therefore not b adequately co er d in th audit r port. hey w r of 

the opinion that such a report should b specia11y called for may b on a rotational ba is and by 

a special team and not the auditor . 

2.4 Internal Auditing and the Agency Costs 
Defond (1992) noted that internal auditing may also s rv a a monitoring r spons to ag ncy 

costs and Adams (1994 observ d that relatively fi tudi s hav u ed a ncy theory to 

xplain th importance of internal auditing. Agency th ory po tulate that company con i t 

of a nexus of contracts between the owners of economic r sourc s (th principals-ta pay r ) 

and managers (the ag ts-government official ) who are charg d with using and controlling 

thos resources (Jensen and Meckling 1976). The public sector represents a principal-ag nt 

relationship the government officials acting as the principal s ag nts who must periodically 

account to the principal for their use and st wardship of r sourc s and the ext nt to which the 

public' s objectives hav been accomplished. The audit function reduc th risks inh r nt in 
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th principal-ag nt r l tion hip. 1 h prin ip 1 r Ji n th au it r t p 

obje ti aluation f th a ur f th · nt 

ag nt us s the resourc m a c i th th 

the idea that ag nts ha self- kin m ti 

against the interest of th o n r of th c mpany. J n n II n • 

19 refer to this as the moral hazard dil mm and mor· I pr bl ti ly. 

herer and Kent ( 1983 and Watts 19 8) ugg t th t int mal au i ting i 

by agents to satisfy the principals demands for account bility m d by t m I p rticipant 

specially shar holders. The cost of int mal auditing can b judg d to b monit rin
0 

co t 

which is incurred by the principals to protect th ir con mic int r t . Ag ncy th ry contend 

that int mal auditing like other intervention mechani m lik finan iaJ r p rting and e t mal 

auditing helps to maintain cost-efficient contractino b tween own r d m 

1994) illustrates that agency theory helps to explain the existenc of int m 1 auditing in 

companies but also help to explain an important characteristic of th int m 1 udit function 

nam ly its size. It is assumed that the mer information asymm try the gr at r th ne d for 

monitoring to reduce this information a ymmetry r ulting in a larger int mal audit function. 

In a larger internal audit function, there will b more taff r pr s nting a more di rse ran e of 

skills and competences that will b abl to reduce a gr at r rang of information a ymm try 

problems. Further the scope of the int mal audit function cov r d would b gr at r in a larg r 

functi n than in a small r function Mat Zain t al. 200 . It is ssum d that a 1 rg r internal 

audit function has a broader scope of work and i able to cov r more ar as where (pot ntial 

information asymmetries exist. Internal auditing can b con id r d as a basic monitoring 

m chanism to reduce th information asymmetry r suiting from th paration of ownership 

and control (Francis and Wilson 1988· Defond 1992). This s paration is consid red a th 

basic principle behind the demand for corporate go emanc which confirms the growing 

importanc of internal auditing's monjtorin0 role in cont mp rary corporat govemanc 

arc llo et al. 2005b ). 

rom the foregoing it is appar nt that agency theory can help explain the xistenc of internal 

audit the nature of internal audit function and the particular approach adopted by internal 
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u it r t th ir work. In thi r p t it i n 

int rnal audit il1 ha ub t nti nd pt · ti 

2.5 The Relationship between Management and Internal Audit 

Int mal udit is an int gral p rt of th fin nci I tru turc in \ n1m nt n 

apprais 1 function within go mm nt in tituti n 

service to all levels of managem nt. h Iu Rib 

of financial reporting can only be achi d thr ugh 

working relationships an1ong th company board n1 na em nt in 

audit. The success of the internal audit in fulfilling th ir pprat 1 uncti n 

working relationships with other particip nt of rp 

Krishnammorthy and Wright 2002 in th ir study ob 

as one of the cornerstones of corporat go mane r c gniz th tr n 

management in setting th ov rail ton for go mane . 

l th 

w II 

u lit 

f 

A r cent study by Van P ursem 2005 found that int mal u its r nduct d in an 

environn1 nt of close and sometimes dep n ent associ ti n 

their independ nee from manag ment structurally at risk. h found th t tho m t b 

abl to 1neet their own expectations ar also tho e who m t car ully bal nc th 

conflicting interests of their own prof; sion. ss ntially a k y i u i th tint mal audit oul 

assume whatever position that is in the b t int rest of th ir mpl 

to counter managem nt, irresp ctiv ofth con equ nc s 

arens and De Beeld 2006) argue that a proD s ional int rnal audit cti ity uppl m nt 

s nior managexnent s actions by providin0 ind p nd nt and bj cti e s uranc on th 

effecti ven ss of the organization s governance proc s h w w 11 it manag all kind f ri k 

and whether int mal audit proc sses ar operating as requir d t mit1 at 

levels. Furthermore they not that IA play a k y rol in m nitoring a company' risk pr fil 

identifying areas of improvement and supporting manag m nt by pro ·ding th m with 

consulting services geared towards stabli hm nt of ound ri k managem nt proc s and 

facilitating their ffort to improve the syst m of int mal control and any implication t th 
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chang in that y t m. Th c n lud that th 

ud cas 

audi t. 

ithin organi7 ti n h ntribut int m I 

ar ns 2 07 noted that s nior manag m nt 

c ntr 1 th y e p ri nc r ulting fr n1 

nt int m 1 udit t mp n at r th 

org ni/ati n I mpl ity. 

n1anag m nt e pects int mal audit to fulfill a upp ning r 

impr vement of risk management and int rn l contr 1 · nd 

corporate cultur . Further manag m nt xp tint mal udit t 

managers. 

m th m nit rin · nd 

nt th m t m nit r th 

tr ining gr und fc r futur 

The d fmition of internal auditing pro id d by II includ s r ft r nc both t nd t 

consulting activities directed at th go man ri k manag m nt nd int mal c ntr I 

processes. Consequ ntly an int mal audit activity that fulfils this definition i uni u I 

positioned to support th board and mana gem nt as an ss ntial comp n nt f th ir go 

mechanisms (E IIA 2005). Moreover arc 11 et al. 2 05) ft und indic ti n th t ffc ti 

oversight, sound int mal controls and th importance int m 1 auditin by 

managem nt has incr ased due to nhanced focus on corporat go mane . h y 1 o not th t 

senior managements expectations ofth IAF ha chan ed in pro un way . A ditionally it 

has been found that an expectations gap aris hen audit cu tom r including nior 

management) do not recogniz the valu of th IAF. In ord r to function ffecti ly int mal 

audit rs and the custom rs of audit s rvices hould posse a imilar und r tanding f hat 

make internal auditing a valu -addin activity. Failur to r ch this und r tandin c uld r suit 

in the perception that int mal audit is imply an bstacl to achi ing organi ational 

objectives. his can result in underutiliz d audit services nd ignored audit recomm ndation 

as obs rv d by Flesher & Zanzig (200 . 

It is clear that different 1 vels of mana0 m nt including s nior manag ment hould commit to 

providing prompt responses to r commendations from I to monitoring the implem ntation 

action plans and to keeping IA inform d of plans of changes to th ri k and internal control 

profil of the organization and of major changes to th or0 anization policies and proc dure . 
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2.6 Audit Committees and Internal audit Function 

he cone pt of an audit c mmitt 

ommi sion ( in 194 in th 

4 . Ho ver it was not until th 

In fact in 197 4 the ew York tock ch ng 

could stimulate impro ments in financi 1 r p rtin 

of corporate reports. In 1978 th 

tat ·d th· t 

ntr 1 nd 

st bli hmcnt 

han ' 

r di till 

mmitt 

composed of independ nt dir ctors for its li t d c tnp· ni m th n th tabli hm nt 

audit committees has scalated world ide. n 

and has been largely attributed to th lar num r f bu in 

malpractice Goddard and Masters 20 ). In th 

untry t 

d 

m ( K th 

untry 

ury 

ommittee 1992) was established in respon to high pr fil corp r t f: ilur lly 

Peck and B CI (Laing and Weir 1999 . In an d th collap of tl ntic 

orporation Limited in the 1960s propelled the adoption of audit comn1ittc s int n 19 

Historically the audit cmnmittee has had oversight rc ponsibility 

fmancial repotting. Glassman (2004 noted that the rol f th ha 

tern l 

p nd d t day to I 

include ensuring robust internal control and o ers in 0 intern l auditor udit 

ing th committees are looking at ways to better disch rg 

organization and are incr asingly relying on th 

in their re ponsibilities for ensuring quality corp c1 I ugh 

and Raghunandan 1994). Herman on (2002 al o o p tation of audit 

committ s will result in enhanc d relationships b tw n th I F d the udit committe . 

Goodwin and Yeo 2001 were ofth view th tan ffi tive audit c mmitt c n tr ngth nth 

P sition ofth internal audit function by a ting as n in p nd nt fi rum forint mal audit r t 

rais matt rs af£ cting rnanagement. t th am tin1 int mal audit can b of con id ra I 

assistance to the audit committ e in it o er ight r orting ri k n1anag m nt and control 

Bishop 2001 . In particular int mal audit c n help ov rcom the probl m of informati n 

asymmetry hich inevitably exists because an independent audit committ e do not hav 

direct access to the arne level of information as management. Pro~ sional o ern n 
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guidanc tand rd and b t pr ti hi 7hlight th II 

n th audit committ nd th 

li ting rul for th r uir that an cntit 

to interact with the udit committ mmitl 

the company's risk manag m nt r c 

n th st ndards promulgat d by th II 

committee such that th IAF r ports t audit n1mitt e nd that th I 

committ with appropriat information II 2 3 . 

n addition to IAF assisting the audit committe In di char · ng i c rp rat 

udit 

th 

responsibilities a quality relationship b tween th I and th audit cotnn1itt rk 

towards providing the IAF with an appropriat envir nm nt nd upp rt y t m f; r rrying 

out its own governance related acti ities such a ri k asse m nt control 

compliance work. An effective audit committ uplift th status of the J in tum, 

assists the audit committee in ensuring quality reporting by m nagement arc 11 

Hennanson and Lapides, 2000· McHugh and Raghunandan 1994 . 

In the Public Sector audit committees ere est blished through r asury ircular 

AG/3/080(6 1) of 8th August 2000 which provided th mandat and the guid lin to b 

followed when setting up th State orporations audit committe . H w r cone m 

raised regarding the adequacy of the guidelin sin this circul r p rticularly on th appoinlln nt 

and composition of the membership which had hind r d the audit committ from b ing 

ffective due to lack of ind pend nee and objecti ity. In order t nh nc ov r ight 

gov mance, accountability and transparency in 0 th gov mm nt d cid to nforc 

stablishment and strengthen audit committ s in all tat corporation throu0 h Trea ury 

ircu lar o. 16/2005 of 4 th Octob r 2 05. Through thi circular all 

state corporations w re r quired to stablish audit committ an to n ur th y wer fully 

operational. 

The circular provides th mandate of the audit committe s to include: assisting the EOs in 

enhancing internal controls in order to improve effici ncy transpar ncy and accountability· 

revi wing audit issues rais d by both internal and e t mal auditors· r solving unsettled and 
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nimpl m nt d Pu li lnv tnl nt mn itt r r 111 ti n · 

mmuni · tion b t n m m nl int rn I · r d l · udit · nd 

int rnal udit fun ti n. 

h II d of th Int mal udit un ti n 1 r~ utr id th · udit n1rnitt \ ith a 

r gr r p rt summ ri.linJ th y 

i ll s 

finding and r comm n tion · ch ng nnu I 

that may affi ct th impl m n it ury ir ul r 

udit ommitt es ha th rall r p n i ility r ind p nd nt in-d pth r th 

fi·am ork of inten1al control nd of the int mal udit pr . hi th r ~ re bring int cu 

th working relationships of the tw bodi . 

2. 7 Internal Versus External Audit 

noted by Ratcliffe (2003) the relation hip betw n int m 1 an u it r h 

r c ntly tak n on increa ed importanc with t y' corporat he 

IA 's relationship with th xtemal auditor i on of l ng tan tn traditi n Thur t n 1 4 . 

In t day's en ironm nt th rol s f the o udit gr up h b com pot ntially mor 

ahgned which has resulted in a de per r l tionship b t n the tw audit oup ap try 

tworks 2004 . 

On of th important corporate go rnance g als i 

annual audit compJ t d by th xt mal auditor i p ci fically dir ct d to war that goal. 

Pro ssional auditing standard di cu th c n pr id to th 

t mal auditors in compl ting th annu l 19 1· 2 

P AOB 2004 . Th F' work may am ct th n tur timing udit 

work including procedures th e t rnal auditor p ro rm h n obt ining an under tanding f 

the entity's internal control when as e ing ri k and h n gathering ub tantiv e id nc . In 

performing the audit thee temal auditor m y r ly n ork alr ady perform d by the I and 

r quest direct assistance from th IAF such asp ific r quest for the IA to compl t om 

asp ct of th external auditor' rk. in1ilarly o. 2 [P AOB 2 4] pro ide 



pp rtuniti 

c mpany's I 

r th t rn I udit r t r I n int .. 1 ntr I 

In the public s ctor tb ntr 11 r nd udit r 

o the tate orporation. Hi /h r app intm nt id d 

nstitution of Kenya. Th Public udit 

ontroller and Auditor General ar ~ to 

r r m1 th 

n t n 

been tak n to safeguard th coli ction of r nu th r of 

property; that the applicabl law has b n compli d ith; n y 

that has been appropriated by Parliament, ha b n ith pr per 

authority' . The internal auditor perfonns m ny duti continu u 

implementation and evaluations of internal contr I y t m . nd udit r 

assesses to what extent he can rely on the work of th int mal auditor in c nducting hi udit 

(KE 0 Financial Manual 2 06 . Th adbury ommitt e 1992) r c mm nd d th t th 

t mal auditor should access th company's internal control sy t m nd t nnin 

can b relied upon. 

2.8 State Owned Enterprises 
tate orporations (State-Owned Enterprises st lish d und r diffi r nt tatut hich 

include the Companies Act Cap.486 tat orporations ct ap.44 nd 

Parliament As deftned in the tate orporation ct nt rpri 

encompasses all state own d ent rpris wh ther sta li hed by th 

statute. 11 SOEs unl ss ex mpt d from th tat orp rations ct under ction 2 Vii of th 

Act fall und r the ambit of the State Corporations Act p 44 hich cam into in 

1986. his Act is ther fore the supr m legal docum nt r lating to managem nt and ontr 1 of 

state corporations. It prescribes rules and r gulations on how tat corpor tions ar to be 

go m d· and this includes: 

• Provisions for corporat gov mane of stat corp rations 

• Provisions for control of financ s of state c rporations 

• Provisions for supervision of the manag ment of state corporations and 

• Provision for accountability. 
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2.9 Regulatory, Control and Supervisory Fram wor 
h tl 

c el pm 

Ill 

p rfom1an . ri f d ripti n h fth in lu 

2.9.1 Office of the President 
cti n 2 1 of th on tituti n K n a th 

auth rity of o mm nt K nya. It U/1\' authonty 

K nya hall e t in the Pre id nt and, uhj 1 to thi on titulion. ma 

ith r directly or through officer uhor lin t to him ". 

ccountabl to th o mm nt. h Pr 

uth rity in th go mane 

re ident in the managem nt of t t 

c rp rations assigning mini t ri 1 

rp r ti n . 

chatrp rsons of boards of tat rporation 

b ards of state corpor tion and re ocati n f th 

t te corp rations and constituti n f n 

ffic of the President i th umbr II 

dir ction to stat corporation thr ugh th 

intm nt f m m 

nt mini tri 

2.9.2 State Corporations Advisory Committee (SCAC) 
h tat orporation t up in 

th tat orporation ct p.44 . 

tat 

af air of tat corporation and n1ak uch r 

n cessary and wh r n cessary advi nth 

nit ri ' 

ith uti 

th 7 1DV rnm ,Ill o 

tabli hm nt 

r 

ith th 

t t 

th 

f 

6 und r cti n 2 f 

f ffic r and 

staff of st t corporations an th condm nt of public offi er to st t th 

t rms and conditions of any appointm nt r n1 al tr n f; r or ndm nt. ommitt h 

al o to b consult d on th appr val f t rm and c ndition of rvic for th taff and hi f 

ecuti e Offic r EO of a stat corporation th ta li hm nt f om mitt s of th B rd 
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th r 

m m 

d \ I pm nt and gen ral m na m nt 

2.9.3 Inspectorate of State Corporations (ISC) 

hi i an important go mm nt d i ory and 

s ti n 18 of the tate orp r ti n t t ad i 

ffi ct · ve running of stat corporati n to r port p ri 

pra ti es ithin any state corporation and to r p rt t th 

cas s where funds appropriated by parliam nt 

th y ere appropriat d. 

n . 

r n 'In 

Th o erall goal of I is to a sist th go mm nt t impr 

g n ration of overall resourc s of OE s through r gular appr i ing 

the performance of SOE s in light of their man at p i tied in th 

which they were constitut d. It is ther for p ct d to n ur th t 

Hi i If 

nt 

r \i • i h 

pr fit ·nd 

nd nit rin' 

manag d in accordance with sound manag m nt principl hi h r n t unt bilit nd 

transparency. 

2.9.4 Ministry of Finance (Treasury) 

r asu y is the governm nt agency ntrust d ith th making nd 10 1 

gov mment investments in stat corporations h nc th ffici I mm nt r m 

state c rporations. Treasury participation in th corpor ti n i 

throu h participation in the board of a stat corporati n appr al th f th 

stat corporation's rev nue and p nditur a ll a r ribing 

conditions and guidelines for borro ing or investing m n y y 

bonowing by state corporation is guarant d nd r gul t d by th r a ury i 

th r for the arm through which gov mm nt contr 1 and r gulate it in tm nt in t t 

corporations by ensuring prud nt financial manag m nt. 

2.9.5 Parent Ministries 

A state corporation has a parent ministry connoting th d p nd nc of th corp r tion on th 

ministry which dir cts its affairs. ection 4 of the tat orporation ct tipulat th t. "Th 

President shall assign ministerial re pon ibili for an · tat corporation nd matter r latin 
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th r to to the Vice-Pre idem and the \era/ mini 11 i a rll pr ; 1 m 111 in 
1: riting determine '. o mm nt dir 

r pcctive parent ministri s. inistri r 
the pr per, effectiv and fficient m na m nt th 

2.9.6 Controller and Auditor-General 
ction 12 of the Public Audit Act 2 3 pr id h t tc rp 

ubmit for audit accounts to th ontroll rand 

the examination and audit. Th controller nd 

public who are the owners of state corporati ns nd h r p rtin , t 

th shareholders the public) through the Public In tn1 nt mmitt th tt n I 

Assembly. 

2.9.7 Public Investments Committee (PIC) 
The Public Investments Committee is a s lect t nding ommitte of th · ti n l 

established pursuant to standing order o. 148 5 whose function ar to rt 

and accounts of the public investments, to amin th r ports if an 

Auditor-General on the public investments and to examin in th c nt 

efficiency of the public investments wh ther th affairs 

managed in accordance with sound business principl and prud nt mm rei 1 

mg 

Governn1ent Financial Regulations and Procedures 1 8 . tion 15 2 of th t t 

corporations Act stipulat s that 'The Chief Exe utiv of a tat corporation ma be ·ummon . I 

b the Public Investment Committee to an wer on behalf of th Bo rd an qu lion(' ari in 

from the report submitted to that Committee b th on troll rand u iitor n ral. 

2.9.8 The National Assembly 
The role of Parliament in the gov mane of stat orporati n 

in a public limited company· the only differ nee beinb that p rliam nt do n t h ld an annual 

general meeting to exercis the powers of a shar hold r uch s appointing and di mi mg 

dir ctors declaration of djvidends and appointing auditor . Wh n the a count of a t t 

corporation are laid before the ational Ass mbly m mber of parliam nt a th I gal 

representatives of the owners (public of stat corporati n ha th right to crutini th 

r port and accounts of a state corporation and demand fr m th r pon ibl Mini t r any 
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planation th y d em fit on is u rd tin t th 11 

and holding ministers accountabl for th pr p r n n 

corporations. 

rom the foregoing it is clear that th public \ h · r th 

corporations have no direct authority o r t t corp r· ti n . h ir ri ,ht i 

their r pr sentativ sin Parliament. 

2.10 Governance Principles and Pracices 
orporate governance in SOEs is premi ed n th principl 

by a Board of Directors appointed by th go ernment. 

state-owned enterprises is that go emrnent d I gate it r p n i 

Minister thus acting an interface betwe n the bar h ld rand th rd. 

relationship between the responsibl Mini t r and th 

vulnerable to political agenda which may not b in th b to th 

tc 

d thr u ,h 

d 

in 

rit t 

ult in th 

dri n d 

n. 

The existence of parliament ministers Board nd 0 cr t n cl b rate f 

relationships in the governance of state-own d nt rpri . Th foll ing i 

principles and practices of governance in stat -own d nt rpris sinK nya:-. 

2.1 0.1 Powers of parliament 
Parliament passes legislation which underpins the p rati n f 

including their functions and powers. The nactment of th 

r 1 w f the 

nt rpri 

mak 

provision for the establishment of state corporation D r ntr I and r gul ti n tat 

corporations and for connected purpos was milest n in th f t t -

owned enterprises (PSCGT 2001). 

Under Section 99 of the onstitution of Kenya u t f th c n o 1 i t d 

fund must be authorised by parliam nt. The hare api tal an pro id d 

to state corporations by the stat must have parli m nt uthori ati n. Parliam nt 

has a responsibility to nsure that the affair of tat -own d nterpri ar ing mana d in 

accordance with sound business principle and prudent c mmercial practice D r publi g 

By law Parliament has also a r spon ibility to recei dividends or r tum n b half f th 

public who are the investors. 
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P rliam nt ha ntru t d th ' mm nl , i th 

tru ton b h If ofth public. Th publi h 

a counta ility and tran p r nc in th m 

b tow upon it by th public. rli m nt thu 

r i wing th p rfonnan of tat -

2.1 0.2 Minister(s) 

r imp rt' nt 

According to the tate orporation ct the mini t r i · 

ri in 

th tru t 

unta ility r in 

h 

nnual 

nsuring proper and effici nt manag m nt of t t 

minister commands powers to appoint d ir ctor 

budgets, grant authority to incur 'P nditur th appr d annu 

approval to dispose ass ts where such di p 

approve dividends to be paid to th c n olidat d fun 

for the staff and CEO and to gi con nt to a tat 

els where. 

as not t· k n int a 

orp r tion t 

2.10.3 Board of Directors 

The top governing organ in state corp rations i r fi rr d t 

Board of Management or Board of o emor 

instrument establishing a stat corpor tion. 

Board as: '----- the body or p rson by what r nam 

carry out functions relating to the ov rail dir tion and m n 

ction 15 of the tat orporation ct ap.44 

r sponsible for the prop r managem nt of th affair 

n \.\< n1 n y in K ny 

rd 

p nd larg 1 y n th 

hall b 

r 

a 

ace untable for the moni the financial bu in and th m nag m nt of a tat c rp ration'. 

Therefore the Board of a stat corporation id ally p ct f t ering th 

corporation towards attainm nt of its obj ti e as outlin d in it na ling 1 gi lation. 

ry corporation should b h aded by an f~ ti ar hich hould rc1 l ader hip 

enterprise integrity and judgment in dir ctin the c rp ration o to achi v continuing 

prosperity and to act in the best int r t of th nt rpris in a mann r bas d on tran par ncy, 

accountability and responsibility. Th Board is r ponsibl for det nnining and appro in 
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corporat strat gy and guidanc nd 

r pon ibl for appro ing and r ic in, th 

tructures of the organization. 

Th tate orporation Act cl arl y tat th t th 13 

management of the affairs of a state c rpor ti 

ontracting Regulations 2004 th Board 

p rformance contracts with th par nt mini try hich 

ev ry last month of the financial y ar in ord r to 

financial year. The purpose of the performance c ntr· 

employees of stat corporations hos p rform nc hi 

Boards members and employees whos p rformanc b I th a 

Conclusion 

d 

r th pr p · 

rm n 

nd 

As can be noted from the literature corporat go n1anc fr m w rk in tat - wn 

nterprises is very complex. The resp ctiv po 

ministers boards and Chief Executive effie r t nd t r sult in r 

in terms of st wardship and accountability than in th n rm in th pri at h re i 

therefore need to rationalize the govemanc tram rk f tat wn d nt rpri n ur 

f.D ctive corporat governance. 

Internal auditors have se n their rol evolve from p r~ rming tr diti n 1 audit fun ti n t 

focusing on adding value to th organization and its c p ha pand d t mu h br d r 

spectrum of activities. Increasingly internal audit r k d up n a rvic pr 

that their continued existence is depend nt on adding lu t th rganiz ti 

is being placed on adding continuous valu throu h th nti n f pr bl m nd 

identification of risks (Auditwire 2000 . There is 1 o r lati ly ~ cu on ri k m nag m nt, 

control and corporate governance as the int mal audit r l g e 

both understanding and evaluating th effecti n s of control in managing bu in s ri k. 

Further more internal auditors have been chall nge to not nly w rk n pr bl m but al 

work with manag ment to recornm nd solutions Ritt n r o - 00 . 
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h br adth and d pth of ork p r nn~d int 

d finition of int mal auditin0 adopt d b th 

n v definition puts lA into b th th 

assurance implies that the profi s ion n dd , lu b 

of th data and operations in sp cific or 

traditional audit areas as 11 n 

management issues. Internal auditor cultural hifi fr m 

contributes positiv ly to the organization n d to b nurtur 

The existence of Parliament Accounting Officer 

ontroller and Auditor General create an 

public affairs and public resources in th go mm nt. 

responsibilities of each party tend to result in gr at r m n 

stewardship and accountability than is the norm in th pn 

nature of public entities with their often broad obj cti 

soci ty-wide impact distinguish n1anagem nt of public 

private sector entities· where the overriding obli0 ati n i t m imi e th 

including dividends to shareholders. 

The study therefore will seek to test th e t nt to 

i 1 it 

it and th 

corporate governance rests with internal audit by p ific II a 

gov mance. 

in it r 1 in rp r t 

f 



CHAPTER 3.0: RESEARCH DESIG AND ETHODOLOG 

3.1 Introduction 

This hapter sets to e plain th r rch d puJ ti n 

t hniques that w reus d data analysis. 

3.2 Research Design 

Th type of research design us d in thi study w 

focus of the research study was to gain und r tan in' 

internal auditors in state own d enterpris in prom tin 

successfully used this research de ign inclu c Riro (_ 

(2006. 

3.2 The Population 

The population for this study compris d all state owned nt rpri \ ith g n1m nt l ity 

over 50% located in airobi. There were one hundr d and 

corporations are either directly or indirectly r gul t 

op rated by the parent ministries. 

39 

31 

11 

14 

111 

our e: Departme11t ojGovernme11t /11ve tme11t a11d Public E11terpri · 

3.3 The sample 

the , ri u 

h r searcher had propos d to study a total of 43 tat orp rat ion . h 

by way of geographical location and GoK shar holdino. 0 op r ting and h 

airobi wer chosen becaus of time budg tary con tr int 

4 

ard r 

uart r d in 



r th n tratifi d into 2 m in tr t 

orp ration in 

up of tho corp rati n in 

tudy th n dr 5 o/c of th 

as hown b low. Ho 

re ponded to the qu stionn ir 

analyzed in order to achi v the obj ti 

Table 3.2: Sample Chosen 

hareholding 

9 % Ownership 

TOT 
our e: lllter11al audit que tion11aire 

3.4 Data Collection 

m an . 

nt \! r 

thi tud . 

87 4 

This r search study utiliz d primary data that w y f u ti nnair . h 

questionnaire was s nt to and administ r d y h 

own d ent rprises. Th questionnair con i t d of b th 

was administer d by a drop and pick latt r method. uch 

provided an opportunity for in-d pth pro in 

d eloped to allow comparison of r suit am n 

data collection was consid red appropriat b cau th 

publicly available and heads of int mal audit w r tn 

questions posed in the surv y instrum nt. Th drop n pick ppr 

appropriate method for the study b cau e it ga th r pond nt tim t fill th 

th 

and allow th res arch ran opportunity tor i w th qu ti nn ir 

complet n ss of responses. 

for picking it t n ur 

3.5 Data Analysis 
Data collect d was alidated coded and ch k d for any c din0 error and mt 

Ther after, it was run through th tati tical Pa kag for ial ci nc P ). Th utput 
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from the data analysis was tabulat d a d r pr nt n :u~~~uc~nc' 

bar charts and summarized by c I ul ting 

pr sentations of the res arch finding . Thi 

h lp identify the most promin nt f: tor 

promoting governance. 

3.6 Summary 

Th problem under investigation is social in n tur 

research was used. This approach facilitat d 

the internal auditor in pron1oting corporat go mane . 

1999) qualitativ in research is incr a ingly b ing u 

problems in recent years. He notes that qualitati 

scholars in Africa because of its effectiv n s in addr 

uti 

tl ldit ir l r 

methods researchers are able to coli ct data and e pi in ph n m n n m 

xhaustively. 
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CHAPTER 4.0: DATA ANALYSIS A 0 Fl 01 GS 

4.1 Introduction 

This chapt r sets to gi ad tail d naly j 

int mal audit questionnaire. Data coli t d " 

res arch questions to achi th obj cti th tud . 

4.1 General information about the Respondents 

The state owned enterprises fall into fi tor · n m 

institutions, educational and training region 1 d 

11 

mm 

riti 

Figure 4.1 shows that that the r spondcnt m h l v nl i trib t 

differ nt subdivisions of OEs. 

4.1: State Corporation b ector 

Type of Sector Corporation Op rat in 

OCOMMERCIAL 

REGULATORY 

SOCIAL SERVICE 

ourc : flzternal audit que tionnaire 

RESEARCH INSTITUTES 

•EDUCATION AND TRAINING 

r h 

r ar h 

th 

Table 4.1 present data on the number of r spend nt ha in internal au it . rt c n b n th t 

24(82.8%) of th 29 respondents ha e tabli hed int mal u it in th ir rg ni;ati n . In thi 

study only five respondents indicat d th ab nc of int mal audit unit in th ir r 7ani7 ti 

repr senting 17.2% of th respond nts. Two r pond nt in i at th t I · had n t n 

stablished in th ir organizations owing to th ir small minimal financi l op rati n nd 

th cost implication of setting up such a func ion. h indicat th t 

they had outsourced the internal audit s rvices but th y ha f t bli hing th 

internal audit function within th ir organizational tructur . 
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f th r pond nts ith int rn 1 udit unit , 

for year 2 

the public 

h n th go 

audit in achi ving th ir o rall 

igure 4.2: nnual In rnal udit taff 

~ it di 

ti 

Organizational Annual Staff Co 

15~ 

b 

•LESS THAN 500000 •LESS THAN 2MILLIO 

BETTWEEN 2·6MILLION •OVER 5MILLION 

our e: lnter11al audit que tiomtair 

4.2 Functioning and Reporting of Internal Audits 

th· t l ir I 

nt 

pr 110 

As shown in igur 4.3 25% f th r p n nt ar functi mng 

functioning mod rat ly 11 hil th r maining 

an indication that int mal udit d partm nt 

well in assisting th ir organizati n t a hi th ir 
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Figure 4.3: Functioning of Internal Audit 

How well do you think the internal audit function 
is currently functioning in your corporation 

~LENTI.Y 
~SONABLY WaL 

Source: /nterllal audit que tion11aire 

42% 

• MJDERA TE WaL 

From Figure 4.4 the study indicat s that 62.5'¥< o th r p nd nt ith int n1 l udit r p rt 

to and submits their reports to audit committ l . 7 Y< th 

Board. The reporting to the CEO by may h v a negati imp 

internal audit function and on candid di cu ion on udit fin 

directly to the EO. Good corporate gov man and b l pr 

reports to the Board or the audit committe . By r porting t th r th b rd. 

the position of int rna] audit is strength ned a it pr th m ith n in p nd n ~ rur 

raise sensitive matters touching on man g m nl. 

4.3 Time spent on tasks performed by In ernal Auditors 

Figure 4.5 show that 70% of th respond nt p nt 35 t 75 p rc nt f th ir im p r~ nnin 

pre-audit work. Only 15% of the r spond nt indi t d that th y r n t in J 

assignments. By not participating in pre-audit a signm nt int rn 1 

neutrality is enhanc d. Th in olv ment ofint m 1 udit 

them too lly act as an advisor and c n ultant t 

departments in the organization as th y may b 

required to evaluate andre iew. 
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Figure 4.4: Reporting of Internal Audit 

AU DIT COMMITTEE 

Board&AC 

BOARD 

CHI EXECUTIVE OFFICE 

0.00 20.00 0.00 60.00 000 

Source: flrternal audit que tiom1aire 

Figure 4.5: % of Time spent on Pre Audit Work 

Proportion of tim s nt on pr -audit work 

15% 

LESSTHAN 26°.4 

BETWEEN 60°.4 AND 75•.4 

Sour e: Internal audit que tionnaire 

•BETWEEN 36~ 

•NOT PRE AUDIT UNDERTAKE 

As shown in Figure 4.6 r viewing and aluating int m l c ntr I t r p rti n th 

int mal auditors tim . This illustrate that th m in r I f int m I au it i 

ind pendent apprai als of the int mal contr 1 nd pr id 

organization's main busin ss risks ar b ing manag d and that it int mal contr 1 r m 

operating ef.D ctiv ly. Majority of the r pond nt th r for con i r 

the most important int mal audit obj cti th y Vo f th ir 

tim in this area. It follows that int mal control ar d ign d an im I nt 
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identifi d busin s ri k that thr t n th hi 

k y principles of ood orpor t 

m intain ad quat syst n1 of fin n 

including procedur s for n1an gin ri k n 

nt ti , . 

emphasis in th s two ar .lo/< th ir tim n I 

audit. This may b an indicati n that I 

part of internal auditors to ventur in ar 

also relate to the restricted budg t al 1 cat 

IS Audit 

Fr ud Investigation 

Corporat Gov rnanc 

Risk Man g m nt 

onsult nt mana m nt 

Intern I control 

t m/ Op r tional Audit 

Financtal Audit 

0 10 

Source: i11tenza/ audit que tiomtaire 

4.4 Internal Audit Charter 

ut i th iti n· J • u · in . II vcr it mi ht 

to int mal u it u p rtm n . 

8.75 

20 30 0 50 60 

Tabl 4.2 indicat s that 17 70.8% of th re pond nt ith int mal au it unit ha d 

internal audit charters for the f~ cti functi ning of th int mal audit functi th 

respondents wer in the process of d loping h m hil 

An internal audit charter mpow rs th I an typi ally provid int mal udit t ha full 

fre and ffective ace ss to all r cord ocum nt and mpl ye th rg ni ti n n D r 
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int mal audit to ha dir ct ace to ch im1an th u it 

lines and establishes the ind p nd nc tatu 

The r spondents with no audit charter 

optimally and hence not assisting th board in 

in a transparent, accountable and r spon ibl m nn r. 

Table 4.2: Written Internal Audit 

Res onses od nt 
Yes 
No 
Be in formulated 
Total 24 
Source: lllternal audit que tionnaire 

The respondents gave the following matt r a b ing in th 

responsibilities, authority for access to record and in orm ti n 

scop of audit, their mission and ision and reporting. Th fin ing 

of the respondents had their charters approv d by board 3 7. Yo b th 

4.1 % by the CEOs while 25% had their chart r appr 

committees as shown in Figur 4.7. The endor m nt f th int mal 

board and audit committee underscores th importan play 

organizations. 

Figure 4.7: Approval of Internal Audit Charters 

Persons Who Approv lnt rnal Audit Chart r 

No Audit Chart r 

Audit Committee 

Bo rd and Audit Committe 

Chief Executive Officer 

Board of Directors 

rt" 

ocnsom1el. 

ti 

int nl' l u it 

th 

ti ity h rt r by lh 

y intern udit r in 

0 20 40 

ource: Inter~tal audit questio11naire 
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4.5 Profiles of Heads of Internal Audits Unit 1n s a Own d nt rpr 

aj rity heads of int mal audit ithin l 

majority having mast rs' d gr in bu in 

Pu lie Accountant % with 12% nl ·m u· lifi puhli 

Figure 4.8: Age Profiles of Respondents 
- -- ~- - -----------. 

Ag brack 

•Und r 30 Y ars •B tw n31 0 Y r 

Source: Internal audit que tiOJtnaire 

Fig re 4.9: Educational Levels of Respondents 

70% 63% 

60% 

~50% 
!! 40% c 
B 30% ... 
~ 20% 

10% 

0% 

MBA 

ource: btter11al audit que tiomtaire 

Academic 

25% 

BACHELOR IN 
BUSINESS 
Category 

12% 

QUALIFIED 
ACCOUNT ANT ONLY 

BACHELOR I 
BUSI ESS 

QUALIFIED 
ACCOUNT A T 0 L Y 

Th study found out that a majority of the r p h uditing p n nc Vo. hu 

I s are w 11 mann d that na I th ard m r 

management to place reasonabl a uranc 

internal audit. 67% of the respond nt r m mb r fl P 



Figure 4.10: Respondents Professional Qualification 

Sour e: Internal audit que tionnaire 

The findings also indicated staff structures wer rclati 1 n in m d 

and qualified personnel are crucial if IAF is to b iting h m d 

from the traditional financial audit to p rfonnanc f ri k b audit n y au it 

and information systems audit hence the need for comp t nt and quali fi d t ff. 

4.6 Composition and membership of Audit Committees 

Of the 24 respondents with Internal Audit nit 95. o/c f th re p 

audit committees in their organizations. It is a r quirem nt for 

th y h 

to h audit mmitt 

as provided for in the Ministry of inance Tr ury ircul r . 16/2 5. indic t 

that 45.8% of the respondents had b twe n thr to four audit c mmitt 

five memb rs while 8.4% had si and en m m r r pectiv ly. In thi tu y all au it 

committees are appointed and report t th bo rd and th a rag m tnb r hip p r committ 

was 4.5. 

Table 4.3: umber of Audit ommittee mb r 

No. of committee Members No. of respondents Percentaee ( ~J 

3 3 12.5 

4 8 33.3 

5 8 33.3 

6 2 8.4 

7 2 8.4 

0 1 4.2 

Total 24 100 
Source: Internal audit que t1onnatre 
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2 respondents representing 1 % indi t d th t th m 

chair of th committee 85% indicat d that th 

whil 5% reported that the position of th ch ir \ 

their chairmen are non executiv dir ctor . H ing ind p nd nt 

audit committee is a primary and fundamental r quir mcru th t , 

Report (1987 . 

As shown in Table 4.4 the study found that 37.5% th r p ndcnt h 

committee members with a background or know! dg 

20.8% of the respondents had audit committee m mb r 

accounting and auditing. Audit committ memb r kn 

accounting and finance have been regard d as an import nt 

committee effectiveness. This knowledge is important b c u - many o 

subjective and such knowledge will help in disc ming int mal u ito 

decisions. Organizations whose committe memb rs lack financial kn wl 

are likely to make sub-optimal decisions in primary over ight ar a uch 

accounting policy changes on financial reports. Audit committ 

financial knowledge and experience are more lik ly to k th ri 

detect any misinformation or incongruity in the financial r port . 

Table .4: Audit Committee Member Knowled e in inane and udit. 

it udit 

hi I 

in 

It 

m nt rc 

ith the r qui it 

i I 

o. of Committee Members No.ofResponden~ Pr n~% 
0 5 20.8% 

1 4 17.7 

2 9 37.5 

3 3 1-.5 

4 2 8.3 

5 1 4.2 

Total 20 lOO 

Source: lnter11al audit que tionnaire 

As indicated in Figur 4.11 63% of th r spond nt tr ngly agr d th t au it nunitt 

have improved the efficiency and effecti eness of intern 1 audit v hil % 

that internal audit one of the key r sponsibilitie of th thi c n an In 

A s are achieving their objectives. 
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Figure 4.11: Audit Committee on Improvement of E , 

Audit Commi on lmprov 

o Audit Committe 

Agree 

C IV n 

Strongly Agree -l===:::::z:t==:===t====~~~_J 
0~ 20~ 0~ 60 

our e: l11tental audit que 'fi01maire 

Th tatus of the int mal audit unit h signi 1 nt impli . I 

gre t r the independence of th int mal audit r in lu in 

pres ure, the greater the likelihood th t int mal n r m in 

bias. 

4.7 Frequency, length and privacy of audit committee meetings with internal 
auditors 
Treasury Circular o. 16/2005 requires audit mmitt m tat 1 

this tudy 58.3% of the respondents c mply ith th r ur 

res1 ' ndents have their audit committe s m tin thr tim 

a y ,. another 4.2% meet 5 times p r year hil 4.2% 

Th committe meets with th h ad of int m 1 udit n 

av r ge length of th se meetings i 2.4 hours. Whil r q u n 

ur tim y r. I 

'I h th r 

. Yo m tt i 

. tim per · r. 

n th f n1 tin 

nece sarily relat d to the effi ctiv n of th m tin th 

importance that th committee place on it ith int m I 

also reports that 75% of the tim respond nt ith the udit 

management b ing pres nt while 25% do n t. Pri a y tin 

audit is an important way of strength nin th int mal au it it 

facilitates an open forum to di cu f c nc m th t n 

managem nt. This study also sho that audit ith ace untin nd audit 

knowledge have more private m tin s an th ir m ting t nd t 

longer compared to thos with no auditing or ac ountin ac c,roun 
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Table 4.5: umber of udit ommitt e tin 

No. of meetings in a year No. of respondents Pcrccntaee CYo) 
Zero I 4.2 
Two 2 8.3 
Three 6 
Four 14 58.3 
Five 1 4.2 
Total 24 100 
Source. Internal audlf questionnaire 

All respondents indicted that they w re fully inch rg o ttin' th nd o th 

meetings. This ensures that management will n t influ nc th c mmitt 

deliberations. Frequent meetings enable the A 

provide opportunities to explore and undertak in-depth di cu i n n · y t 

organisation s financial reporting system. 

4.8 Dismissal of the Head of Internal Audit . 
Figure 5.7 shows in 75% of the cases audit committ es r inv I d in th 

itt 

decisions of the head of internal audit in public s ctor org ni nly 1 f th 

respondents reported that audit committees do not participat in th dismi al f th h ad f 

internal audit while 10% were not sure. This low participation m y I ad to l 

of the internal audit function in some organizations. 

mpo nn nt 

Figure 4.12: Audit Committee Involvement in the Dismissal of Head of Internal 
Audit 

Audit Com mitt involv m nt In th di mls al 
of th H ad of lnt rna I Audit 

10% 

YES CNO •NOT SURE I 
Source: Internal audit que ti01maire 
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4.9 Organizational Independence of Internal Audit 
For internal audit to be effecti e it mu t b ind p n nt nd 

the CEOs. The int mal auditor should po ind p nd n in t nn 

1 u 1 hin n 

personal objectivity. 75% of the respondent indi t d th t 

management. All the respond nts were unanimou that b ing in 

key in facilitating prompt reporting to the audit ommitt 

management and any significant deficienci sand mat ri 1 e in a tim ly m n r. 

From the respondents, it was found that the I IS trat gicall p ition 

organization structure to enable the department fulfil its resp n ibiliti . h urr nt tru tur 

of internal audit seems sound to promote objectivity con i tency and u in ing 

in SOEs. However the respondents strongly feel that th curr nt organil ti not 

allow them to report when officials in the organization abu d th ir p 

interest ( 48%), lose their integrity and honesty (52°/o and ithhold n to 

stakeholders and the public (62%). Respondents point d out this b cau in th curr nt t up 

there is no law that protects internal auditors for being whistle blo r or for nc ur·aging th m 

to report management to law enforcem nt and anti corruption agenci . 

95% of the internal auditors in all SOEs are free to choo e ny tr n acti n r ar f int re t 

for audit. All the respondents were cognisant of Int mational tand rd nd 

the Institute of Internal Auditors Standards forth Profes ion I Practice f Intern I uditing. 

They conduct audit activities in reference and in accordanc ith r cogniz d tandar hich 

includes ISA and IFRS. The study also found that that the mi i nand rol f I F i d fin d 

with a wider governance framework and is effectiv ly c mmunicat d in public tor 

enterprises (75%). This can be attributed to he approved int mal udit chart r that d fin th 

mandate activities, powers and duties of the IAF. 

4.10 Role of Internal Audit in State Owned Enterprises 
From the study, all respondents reported that they valuate the d ign and efD cti n of 

internal controls and test compliance with applicable laws and r gulation relating to th ir 

organizations. Oth r functions performed by th respondents m and 

promoting the adequacy of corporat governance (83.3% e amining and as m 
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organizational policies procedur s and m nual 

testing proper recording of assets p nditur 

(95.8% , examining use of organization 1 r our e 

management (79.2%). Only 58.3% of th r sp nd nt ind1c t 

evaluation of projects and programs. 

It is apparent that the main role of internal audit ly in th 

envisages the expanded role of the internal audit function 

has often been confined in. 

Table 4.6: Role of Internal Audit on Performance 

I TERNAL AUDIT ROLE 

Source: Interllal audit questiomzaire 

On the role of internal audit on performance in SOE 

1.7~ 

t • 1 

in th 

10 y 

t ra it i n I b n it 

o/o 

33.3 

75 

th t 

75% of the respondents strongly agreed that internal audit n d th upp rt man m nt in 

order to be effective in its work. Support of top managem ntis ity cru ial ~ r int m I 

auditors to enhance good corporate governance. How r only f th r ond nt 

indicated that management consider and implement th ir r comm ndations. This call ~ r mor 

support of the function by the Board and reporting to a hi h r instituti n liz d c mmitt f 

the Board. 

In this study 22 respondents (91.7%) reported that th y ar in ol ed in advising man m nt 

on the adequacy of existing corporate gov mane structur and n th d ign and 

implementation of internal control systems. 87.5% ad ic manag m nt on the s f 

risk management. Other respondents howe r indicated that they ar in ol d in ad i in 
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management on project managem nt 45. Yo and pr , m 

( 41.2%). These scenarios cl arly indicat that th a ti iti 

addressing broader management and go eman 

on financial reporting and complianc to pplicabl 

I U m 

4.1 1 Role of Internal Audit Function in Corporate Governance 

tr li l i 1 t pl 

Table 4.7 shows that 37.5% of th respond nts strongly gr d th t intern· I · udi n 1 

regarded by the board and senior management to play a ignifi nt te 

governance practices. 62.5% strongly agre d that internal udit \ uld lik t 

with the board and the audit committee in gov mane i su . 7 % f th r 

to be effective on governance issues and processes int mal udit mu t with 

sufficient status in the organization. The mean of 3. 75 indic t that n m t 

respondents strongly agreed that internal audits plays ignific nt r lcs in enh ncing rpor te 

governance in State Owned Enterprises. 

Extent of agreement as role of Internal Audit 

Internal Audit is regarded by the Board and senior managem nt to 
play a significant role in enhancing good corporat gov mane 
ractices. 

The internal Audit would like to be more activ ly involv d with th 
Board and Audit Committee (if any) in ovemanc issu s. 
In ord r to be effective on governance issu sand proc s es th 
internal audit must be provided with sufficient status in th 
organization. 
Internal Audit should be an integral part of the governance pro s by 
providing reliable information to key managem nt. 
Source: btternal audit que tiotmaire 

Most respondents considered internal audit to play a significant rol tn nh ncin 

n 

rporat 

governance by providing reasonable assuranc to managem nt and th oard th t int n1al 

controls as functioning as designed and w akness s r port d n a timely ba i . h y al o 

provide consulting services and undertaking risk managem nt. R pondent al o indicat d that 

internal audit alone is not a sufficient tool of corporate go mane · 

56 



4.12 Extent to which Internal Audit has incr d th A 
Financial Reports ease e ccuracy and R l1ab I ty of 

Figure 4.13 show that 35% of th r p nd nt li th · t 

increased the reliability of th financial r port t a 

IAF had increased the reliability to a larg % 

increased the accuracy and r liability of the finan ial tat m nt t m 

h 

I f h· 

Figure 4.13: Internal Audit on Accuracy and Reliability of Financial Report 

Extent of beli v that internal audi ha 1ncr a d th 
accurancy and r lability of financial report 

TOAVERY LARGE EXTENT •TOALARGEEXTENT TO SOME EXTE T 0 

Source: Internal audit questionnaire 

From Figure 4.14 90% of the respondents are of th v1 th t th iz th an nor 

audit experience of audit staff enhanc th quality of I F nd it hi! Yo id n t. 

Only sixteen percent (33%) of th respond nt 

taken as a result of audit findings or weakness point d out and identifi 

respondents indicated that corrective m asur s ar normaJI y ta en t 

a ti n i u uall 

yl 

dr 

weakness they have highlighted. Some respondent add d that uditino j don nd finding 

reported just for the purpose of formality. !most all head f I m nit r and fi l1 w up th 

implementations of audit findings bas d on r ctification durin the au it pro f th 

f 

following year. This is also done by having an agreed time t bl f impl m ntation r gul r 

reviews and reports on the status of impl mentation with the cone m d audit d d partm nt . 
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Figure 4.14 Size and Prior Audit Experience on Quali y of Internal Audi 

Whether the iz and prior aud x r nc nh nc h 
qualityof lnt rna I Aud 

100 ·--------------....QQ~--------. 
80 ·----+---...,._-----~ 
60 ·----i'"-~ ...... -------J 
40 -r-----~-----------1 
20 +----
0 

Source: Intenzal audit que tiomtaire 

4.13 Access to Audit Evidence 

(/) 
UJ 
>-

YES CNO 

0 

It seems that internal auditors are seventy percent (70%) fully allo d t ac audit 

in any form, 25% are partially allowed whil 5% r n t II w . H'"'""~'"~ n1 int m I 

auditors mentioned that in some situations it i difficult to m 

procurement contracts. To enhance th role of int m 1 

governance and to avoid limitation on th cop of audit rk 

for full and complete access to any of the organiz Lion 

personnel relevant to an audit engagem nt. 

Figure 4.15: Access to audit Evidence 

udit Evi en 

5~ 

• FULLY ALLOWED •NOT ALLOWED •PARTlALLY ALLOWED 
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4.14 Mechanisms to safeguard the independence of In ernal Audit and 
challenges faced 

The IIA's attribute standards tress th imp rtan 

of the IAF and the indi idual obj cti ity of int m 1 · udit 

fundamental concept to the int mal auditor . 0 t r 

independence the internal audit functi n ha b n in tituti n· liz 

functionally to the audit committe of th Board ha 

independence and internal auditors not ha ing dir ct r 

the activities or operations that they hav r vi 

procedures, prepare records, or engage in acti iti s ul n m1 J1 

internal auditors. To further safeguard th ir ind p nd nc int m I udit h 

developed budgets. 

I in 

th ir 

4.1 5 Major achievements of internal auditors in State Owned Enterprises 

by 

n 

Most respondents indicated that the major chall nge facing int rn l udit r a in uffi i nt 

number of audit staff managem nt reluctanc r f: ilur to impl m nt 

recommendations on noted control weakn sses limitation in training and kn 

audit of computerized businesses process s a a result of the r pid t chn lo i al ad nc that 

have been embraced by organizations in order to b mor ffi i nt ina ility 

to access certain confidential infonnation that is r quir d fi r au f 

internal audits being placed low in rank a compar d to th rs h ad d p rtm nt and 

minimal involvement in risk based audit . Thi th refor c 11 ~ r or ani:tati n t dr 

training needs of its audit staff in the audit of computeriz d nd am r pr cti 

role of audit committees in strengthening th int rnal au it parttn nt . 

4.16 Major achievements of internal audit functions in state owned enterprises 

The major achievements cited by most re pond nt w r r duction in fr ud, c t nd 

qualified reports as a result of strengthening of int mal control . Oth r achie em nt cit d 

included significant improvements in corporat go mane Practl. c s 1. mpr d ri k 

management and control processes demystifyino th int mal audit function a a poli ing ntity 

and getting cooperation from other departments and m mbers f staff. 
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CHAPTER 5.0: SUMMARY, DISCUSSIONS RECOMME DATIO S 
LIMITATIONS AND DIRECTION FOR FURTHER RESEARCH 

5.1 Introduction 

This study set out to answer th folJo in r rch qu 

1. What is the internal auditor s r 1 in pr mot in 

2. What are the challeng fac d by th int m 1 

corporate governance? 

3. What kinds of mechanisms ar th r to 

audit function in Kenyan State 0 n d nt rpri 

This chapter gives a summary of th finding 

dir ction for further research. 

5.2 Summary of findings 

5.2.1 Operations of Internal Audit 

m tit 

th in h 10 

d 

From the analysis it was observed that mo t organilati ns 2. Vo had c t bli h int n1 I 

audits. In this study only 5 respondents 17.2% had n t t up int mal udit unit in th ir 

organizations. either the type of sector nor the siz of a n to b a f 

whether a SOB has established an internal audit or not. h tudy fl und out th t nly 

respondents had annual staff costs of r fi million p r y r. h 

of less than two shillings and below w re 30%. 

In this study 33% of the respondents wer fun tioning c c 11 ntly indic ting th t int m I udit 

functions are working relatively wel1 in ssisting rganiz ti n hi th ir bj ti . 2.5% 

of internal audits departments report and submit th ir r ports to th udit committ 

enhancing their independence and tatu in th org nizati n. nly 16.7% r port t chi f 

executive officer which may have a negati e impact on th candid i cus i n n 

findings. Only 15% of the respond nts r ported that they ar not in 1 d in pr -audit rk 

while 85% were involv d in varying proportions. By being in ol d in pre-audit a ignmcnt , 

internal audit objectivity and neutrality is impaired. A m j rity of th r pond nt nt 

58.75% of their audit time evaluating internal control and th y sp nt 32.5% of th ir tim n 

corporate governance issues. 
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Of th 24 r spond nts with intern I u it 7 . Y£ h d 

charters. There is a lot of lit ratur on th 

organization that has an internal h ul 

of Internal Auditors guidelin s and that th 

The fact the 70.8% of the respondents ha 

importance of internal audit functions in organiz ti n . 

of the respondents had th ir charters appro by th 

charters approved by the board. The end or m nt of th 

audit committee underscores the import rol 

int 

Of the 24 respondents with internal audits 95.8% indicat d th· t th y h· 

The audit committee meets with the int mal audit on 

length of these meetings is 2.4 hour . 45.8% 

membership of 3 to 4 committee memb r . Only 33.3% of th r 

minimum number of committee member r quir d by r 

average number of members being 4.5 p r committ . 

ind · cated that the chair of the audit committee is app int 

their independence from managem nt. 55.2% of th r pond nt 

metnbers with knowledge in finance accounting and audit o t b 

ti 

d 

Jnmitt 

h 

ur 

perception 63% of the respondents strongly agr d th t audit tmpr th 

efficiency and effectiveness of int mal audit . This an n indi ti n that n1 u it 

committees are achieving their obj ctiv . 

This study also reports that a majority of internal auditor head 7 Yo m t pri at ly v ith th 

audit committee without management pr enc . Pri acy o n1 ting ith h ads f int n1 I 

audit could act as fulcrum of strength ning th indep nd nc th int rnal u it fun ti n. 

5.2.2 Internal Auditor Independence 
For internal audit to be effectiv it must b m p nd nt nd r i t man m nt influ nc . 7 % 

of the respondents r ported that they w r ind p nd nt of m nag n1 nt nd w r unanim u 

that being independent of managem nt as k y in fa ilit tin:;, pr mpt r rting t th udit 

committe on adv rse audit queries touching on manag ment. In t rms of or nizati nal t tu 
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a majority 85% of internal audit fm 

organizations structur s to n bl th m 

ere free to choose any trans ti n r ar 

independence to th internal audit fun ti n 70% 

access au<lit evidence or information in any nn. 

5.2.3 Profiles of Heads of Internal Audit 

Most of the heads of internal audit function 4% 

with bachelors' degree in business and w r c rtifi 

had greater experience in auditing ( Yo . Th 

organizations were lean but majority w r qualifi 

respondents strongly agreed that for internal audit to 

should be good working relationships ind p nd nc 

also indicated that there in n ed for r cognition in th 

board and management in govemanc matt r . D 

the board and top management regard th m as h 

corporate governance. Over 75% of th r pod nt 

effective on governance issues and proc th 

sufficient status in the organization. 
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5.3 Discussions 

5.3.1 Operations of Internal Audit 

In this study a majority of respond nt h d ir tc al a lit 
OEs listed on the SE and tho not I i t d r 

require the board of dir ctors to t bli h n int m 1 u it 

Literature has a lot on th memb rship and m 

study show that membership of audit committ 

support for findings from Price WaterHou oop r 

practice by BRC (1999). A study by Philmor 2 

membership varied between 3 and 4 memb rs. In thi 

3.5 per year where each meeting takes an a rag of 2.4 h ur . 

meetings are at least 4 and sometim s up to 12 tim p r y r. Pric 

(1999) found that audit committe s among urop an c mp 1i 

a year. The results also compares favourably with those of prior tudi 

meetings ranged from 3.03 for Canadian audi committ 3.3 ~ r th 

in 

committees Goodwin and Yeo 2001 . It i appar nt th t th audit c mmittc m 

doing well when it comes to the numb r ofm ting and m mb r hip. 

In view of the complex accounting and auditing i u y udit ommitt , it a 

expected in this study that A s in OEs would hav 

with some degree of .financial knowl dg . Th Public 0 

eff; ctiveness of the A is primarily affect d by th p rti 

accounting fmancial r porting int mal controls and auditing. 

that 55.2% of the respondents had a least two committ 

accounting and audit. Though the finding somewhat m th R 

that an effective AC should compris at lc t thre m m r 

ability to read and understand financial stat m nt and 

who should have accounting or financial manag ment p rti 

committee m mb rs met this requirem nt. Thi i r cogni d a 

f th mmitt 

th t th 

f 

in finan 

mm n ation 

th 

audit 

ant to public 

service organizations audit committees and th y houJd mbrac thi r quir ment uch 

expertise is regard d as important if th audit committ i to f[i cti ly arr ut it 

6 



responsibilities of o r ing th 

effective in their rol s 

There is agreem nt that m mb r 

rk th int mal 

th u it mmi t h ul 

management to be abl to b effecti . A tu ~ und ut 

ll · t th ir u it surveyed audit committees of large bank 

members with expertise in assign d ace unting auditin , n nkin 1 

in 

domains. In this study 20.8% of th re p nd nt indic t <.1 th t th ir mmitt 

financial knowledge and exp ri nee and ar lik ly to m(; k m 

areas such as th implications of accounting policie hang n fin n ial r p rt . 

5.3.2 Role of Internal Audit in Promoting Corporate Governance 
From the study, 37.5% of the respondent indicat <.1 th t Int mal udit 1 

Board and senior managem nt to play a significant r I tn 

governance practices. Respondents al o r p rt 

corporate governnce in their organizations by a 

frn1ctioning as designed ensuring that their organization 1 p Jici 

to, and providing reasonable assurance about the achi em nt f th 

l b 

th 

with regard to reliability of financial r p rting em cti n 

con1pliance with applicable laws and regulations. 11 th 

map directing to good governance practic . 

rk p r~ nn 

nd 

int m 1 udit 

Literature lends support to the findings of thi tudy. 

function has had a corporate govemanc rol in many 

that the role has evolved over time.Vallari 2003 ob 1 d th t 

n t th t intcn1al audit 

rly th 1 4 and 

mane to 

varied stakeholders of an organization the internal audit fun ti n mu t int gral 

component of the network of parties h ving corporat urther 

Sawyer 1973) who has been described as the father of int mal u it e crib d th the 

window into the company and that it erv a th and 

an IAF with this type of access throughout th c mpany i in a uniqu po iti n t a 

value resource and enhanc corporat go emanc . 

4 



Executive managem nt and th 

a corporate culture and alu y t m th t . r 

organization. The support of int m· 1 audit 

agencies such as the Internal Auditor n ral ntr 11 r 1 udit 

Inspectorate of State Corporations. 

5.3.3 Dismissal of Head of Internal Audit 

75% of the respondents report d that audit committ e p rti ip t in th 

of internal audit. This high involvement fth udit c mmitt 

th h 

it 

of heads of internal audit hav positi ignal n th ind nd nc int mal · udit 

function, making it difficult for manag m nt to di mi th m nag r int rn· I u it r 

raising adverse and sensitive audit queries. 

wh r 7 % f This finding provides support to a Singapore study oodwi n an 2 

the audit committees were invol ed in t rminating mployrn nt c ntr audit 

executives. It also con1pares to 48% in a anadian tudy y 

study also supports the CMA 2002) guidelin s on c rporat g m nc ~ r 

at the SE that require approval for any appointment or t rmin ti n f cni r 

the internal audit function to b sanction d by th audit c mmitt an 

mpant 

informed of resignations of internal audit staff mem r . It al r th c mmitt 

hi 

li t 

f 

provide the resigning staff an opportunity to ubmit r a on 

when the AC is involved in key decisions uch a t nnin ti n f th 

n. It i rgu d that 

f int m l audit 

contract there will be greater empowerment of th 1 F. In th r rd m nag m nt innu nee 

over the internal audit function deer asc and c n equent1y int rn I · u ul 

confident in undertaking audit investigation. Thes f th udit c mmitt 

because it ensures the independence and a oid arbitr r a king ofth h f 1 

5.3.4 Mechanisms to safeguard the independence of Internal Audit Function 

Most respondents indicated to ha e achi ved ind p nd nc y h ing I r rting 

functionally to the audit committee ofth Board d loping acti ity cha11 r that cl 

its independence and ensuring internal auditor do not ha e a dir ct re p n ibilit r n 

authority over any of the activities or op ration that th y r i w. Th r p nd nt 
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reported that the invol m nt of th rd 

· ntemal audit and submittin th ir r rt 

safeguarding their indep nd nc . 75% the r 

of management and 95% w r fr e t choo ny 

independence to the internal audit functi n 70% 

access audit evidence or information in any form. 

mniu 

A lot of literature supports the independ nc of th int m 1 

observed that the professional intern I audit r mu t h v 

professional obligation, to render a free unbi d unr trict 

di h 

r 

dent 

it un ti n. 

m hi 

they are, rather than as some e cuti s ould lik 

internal auditors to perform their work fre ly and o ~ ti 

without independence, the desired results of intern 1 uditin c nn 

penn it 

n l d th t n t d that 

that the role of the internal auditor r quires unrestricted ind p n 

variety of duties for the organization they s rv . tud 

provide mixed results concerning the degree of ind pend nc 

They noted that the most affirmative evid nee of ind 

who are hired by the board of director have a writt n auth 

records and regularly meet with th board. urth r a urv y 

rep rting to the audit committee was the most import nt r 1m r ing th ind 

IAF. 

Sarens (2007) noted that if the hiring or firing authority i t d ith th udit mmitt 

senior management continue to have authority ov r th budg t n 

f 

ut 

will remain highly depend nt upon the EO and /or chi f fin 

practical independence needs to b institutionaliz d thr ugh th 

status of the int mal audit function. Th limited amount f un t th int mal 

audit as indicated in this study may r strict th s ope th ir udit ti iti 
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5.3.5 Challenges facing Internal Audit Department 
Most respondents indicat d that th m ~ r ch lien , 

the insufficient number of au it staff 

in this study. For th organization he u 

respondents believed that correcti action 

audit to be effective it ne ds to b 11 r our 

process. The quality of the internal audit function in t nn 

will enhance audit work quality. An int mal audit th t i 

coverage will be greater and it will b composed f taff ith 

being in poss ssion of more competenci sin di char ing th ir r 

32.1% of the respondents indicated that they ere m I ed in J udit. hi i k y h 

result of inadequate capacity skills kno ledg nd r 1 nt tr inin in th 

computerized systems. These IT systems hav b n a 

advances that have been embraced by organization in ord r t b 

costs. This result is consistent with a study by Zamzulaila ... 

private institutions in Malaysia cover I audit. H c nclud d h t thi 

was being given to this area due to lack of t chni I r 

alternatively could have been reluctanc on th p rt 

outside the traditional auditing. This th refore call for 

staff with the necessary training to quip th m with ki II 

of this emerging high risk ar a. Information y t m 

confidentiality and availability to authoriz d per on nl . 

inability to access certain confidential infonnation th t i 

of inte1nal audits being placed low in rank as compar d t 

minimal involvement in risk bas d audits. All this c II fi r u it c mmitt 

und th t 

Ill 

udit 

thu 

udit f 

f 

01ph 

nn 1 r 

Jn rc 

udit 

th . tdit 

d 

n 

to address training needs of its audit staff in the audit f c m ut riz d n ironm nt an 

play a more proactive role of in str ngthening th int mal audit epartm nt . 
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5.3.6 Achievements of Internal Audits in State Own d Ent rpn 
In this study th major a hi m nt h 

management and the board to t bli h udit 

functional reporting line by ha ing dire t 

ensuring that the audit issues rais dar 

Other major achievements report d by r 

minimal cases of frauds and strength nin 

go emance. The pr sence of internal audit unit 

reliability of the financial statem nts to a v ry 1 rg 

5.3 Conclusion 

The objective of the study was to survey on th r 

corporate governance in Stat 0 ned nt rpri 

int rn J udit 

he 

function contribute to the promotion of good corp r t n1 n 

about promoting fair efficient and transp r nt a mini tr ti n 

established and defmed objectives. It i about promoting 

and controlling operations with a i w to achi ving l ng t rm 

owners suppliers, customers and financier hi1 c mplyin ' 

meeting environmental and society n nd 

adding ( PSCGT, 2002 . 

Good corporate governance practic s requir th tor' ni;ati n nd lh it 

committees. Audit committees ensur that th int n1al 'u it fun lt n h 

profile resources and professionalism it n d to op rat 

majority of OEs ha establish d audit committ 

the purpose authority and responsibiliti s of th int m I u it un ti n. 

closely with its int mal audit function ill ha t fr h 

some of the issues that really matter to th busin 

al I h 

it 

i l 

tin n Ju 

li h u it 

n 

the EO of the organization is d ni d th ind p nd nc it n ~ r d i tn nd pr 1 tn 

management actions. 
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The study adds to the growing b d 

corporate go ernanc mechanism . r m 

to government policy maker on th n 

between the audit committ 

lit r tur 

members to be knowledgeable in ace untin' auditin 

r sourcing the internal audit function ar al imp rt· nt t u 

in the financial reporting proces . 

5.4 Limitations of the study 

This research study attempts to ass s th 

promoting good corporate governance in 

limited and the findings can not b said to b 

profit and publicly listed organization . Th 

administered by internal audit heads and a uch pri 

respondents. Further some of the r sp nd nt con id r d th 

reluctant and non cooperation in responding to th qu ti nn · ir 

authority from the Chief Executives r ulting t th d lay in tl i 

n 

r 

th int u fit u ti n m 

a 

th tr 

k 

Tin1e was a constraint and this study focu don! n h dqu rt r u ir 1. 

5.5 Recommendations 
The study observed that only 37.5% of th r pond nt 

regarded by th board and s nior man g m nt t 

corporate governance and also r spond nt m 

govemanc issues. Tt is r commend d that th 

appreciate th incr asing status and import nc of int m I 

study found that 16.7% of the r pond nt r P rt t 

r commended that internal audit functions hould r port 

committee of the Board so as enhanc its in ep nd n 

not to th Chief E ecuti e Offic rs w r port din th tud 
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Many State Owned Ent rpris ha mbr c.;d th u 

their business processes for effici nc nd 

However only 5% of the r spond nt ha 

required in this area. The I F must mbrac t 

effectively audit the process and use it n audit t 

should build capacity and increase int mal audit tr in in, bu 

systems audit so that know] dge of IT IT auditing nd th curr n 

the IAF in SOBs. 

Lastly, the Board of Management of all tate 0 n d nt rpri 

th 

ul r q 1r 

disclose an assessment of the effi ctiv n ss of int m 1 c ntr ithin 

Further, they should be required to tablish nd maint in 

resourced and competently staffed Int mal udit 

audit committee with ongoing assessm nt of th or m tion 

go emance. In the absence of internal audit th B d h ul 

the organisation's annual report why the function i not in pi 

5.6 Direction for further research 

r uir d t di 

pu li I 

n I 

thi 10 

Findings of this study suggest opportuniti for furth r r ' r h. I· r c · mpl ·t i i Jar 

research rna y be directed to the effi cti n ss nd 

good corporate governance practices for compani 

intern 1 

Governmental Organizations and Pri ate ompani . hi ill 

comprehensive conclusions to b mad ab ut the rol of int m 1 udi m 

governance practices. Additionally th r ar s m 

likelihood of financial reportine~ probl ms when intem I udit r m r 

However, much more need to be disco r d ab ut th int n1 I udit · 

influence on financial reporting quality. 
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APPENDIXES 

APPENDIX A: List of Respondents 

1. K nya Tourist oard 

2. T a Board ofK ny 

3. ational Aid ontrol un il 

4. K nya Broadcasting orp r ti n 

5. Kenya Wildlifj rvic 

6. Consolidat d Bank of K nya 

7. Communication ommi ion of K n 

8. ational Hospital In uranc Fund 

9. Postal Corporation of K nya 

10. Higher Education Lo ns Boar 

11. ational Social curity un 

12. Coffee D lopm nt und 

13. Kenya Revenu uthority 

14. University of airobi 

15. Kenya Investment Authority 

16. Kenya M dical Res arch In titut 

17. ational Housing orporation 

18. Agricultural Finane orporation 

19. Kenya ational Library rvtc 

20. Kenya Re-Insurance orpor ti n 

21. Kenya ational Trading rporati n 

22. Kenya ational Examination uncil 

23. Post Offic Saving Bank 

24. Kenya Roads Board 

25. Kenya Tourist D velopm nt rp ration 

26. R tirement B nefits uthority K nya ati nal H pit 1 

27. Born as of Kenya 

28. Capital Markets Authority 

29. Kenyatta ational Hospital 
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APPENDIX B: Internal Audit Que tionnair 

I am a stud nt at th ni r ity 

B . In p rti 1 ul Jilt nt Administration 

undertaking a r arch tudy n th R I" o llll'rnal 

Goverllallce in tate Owned nterpri. . 

I shall be grat ful if you kindly d 

posed in this study as per th que ti 

for acad mic purposes and your re p n 

purposefully for this study. 

little 

ill 

If you would like to receiv a copy of th finding 

ur tir b r p ndi t tl 

rm ti n nd 

tr tc.: \ ith nm l 

Email address in here: -------------------------------------------------------------------------------------. 

With best regards 

Paul K. Kiplagat Kibet. 

1. arne of your Corporation:---------------------------- H dqu rt r :--------------------------

2. What type of sector doe y ur 

DComm rcial 

DResearch Institut s 

n Regional Development Authoritie 

[ 

3. Does your corporation hav an Int mal 

DY 

in'. lc 

r mm 

fV) 

0 

4. If yes when was it stabli hed in your orp ration · ---------------------------- In 

5. If your Corporation do s not ha an Int mal udit un ti 

7 



--------------------------------------~--------------- ---- ----
-------------------------------------------------- ------- -- -- ------- -

6. If no, who p rform th functi n lnt m I 

7. To whom does the Int mal udit un ti n r p rt t • n r l I r1 ubmit th ir r 

_, hi f cuti Offi rd hi 

udit mmiu lh 

8. How well do you think th Int mal udit J un ti n t 

Corporation? 

n I un ti nin 111 ur 

DExcellently 

DModerately well 

CRea onably w 11 

OPoorly 

9. Which of the following audit functi n ar per~ nn db th lnt rnal u it rtn1 nt 

(lAD in your Corporation? Tick ea h ho a much it i apph a hi to r ur r aniz lit on. 

l Assessing and promoting the adequacy n1· n . 

,..., Examining and assessing organization 1 poli ie , pr c m nu nd r mrn n m 

best practices. 

CTesting proper r cording of as ts penditur an th rdi bi ht f m n ial in nn ti n. 

n Examining use of organization Ire our 

DExamining organizational productivity 

DTesting complianc with laws and r 0 Ulati n . 

DEvaluating the design and effi ctiven f Int rn I ontr I . 

L Undertaking fraud and in estigation a ti iti . 

CRisk assessment and manag m nt. 

n Evaluation of projects and program accompli hm nt . 

0 heckinb budgetary impl m ntation. 

79 



1 . What proporti n tim ul 

[ Less than 25% d % 
I Betw n 35% nd % 

11. E eluding pr -auditing ork indi t ta th t pr rti n 

Internal Audit uncti n tim in p rfi m1in th a 

cafe of o1ze (1) to te11 (1 0) witll I repr ~ ·e11ting th /o~ ~~t point and I 0 th , hi 1/l , 11 raukJ. 

Financial or finance r lated au it I i 

ystems/Operational audit 

LEvaluation of Internal ontrol 

0 onsul tant to managem nt 

ti ,, ti n 

u it 

12. What was your orporation s Tnt m 1 udit partm nt nnu 

Shillings for the financial y ar end d 2 7/2 

A. 

B. 

L ss than 500 0 0. 

Less than 2 million 

13. How many offic rs ar in th 

r:J hi flntemal Auditor 

LJ Auditor I 

UAudit Assistants 

[ ni r udit r 

'" udit r II 

[ 

n 2- milli n 

r milli n 

tin n n 

F. Other (Pl as specify ------------------------ -----------------------------------------------------

------------------------------------------------------------------------------------------------------------------

14. What are the qualification of your Int m I u it t in num r ? h 

academic qualifications and th r pr fi 
-

Qualification 0' Level 'A' level First Degree s, :ond Degree ·-
CPA (K) 
CPA II 
CPAI 
KATC 
CISA 
Others specify 



15. Do s th po ition ccupi b an II ur 

p rmit the d partm nt to ac mpli h it udit rc iliti . 

16. Do s your orporation ha e n Int rn I 1 it • n r? 

:JY 0 

17. If 0 , do you think your organiz ti n h uld h it'. ------------------------------------------

18. What are the matter /issu s cover din th 

19. Who approves the Internal Audit 

OBoard ofDir ctor 

OChief x cutiv Officer 

DChiefFinanc Offic r 

OAudit Cornmirt 

hart r'. 

0 Others (Please sp ci fy) ------------------------------------------------------------------------------------

20. What is your age bracket? (Pleas ick 

:JUnder 30 years tJ t n 1-4 y r 

0 Between 41-50 years ~Ov r 5 y rs 

21. What is your acad mic or ducati nal l I? 

OPhD ~ ualifi d c untant nl 

OMBA Other ualifi ation Pl p 

OBach lor in Business 

OCollege graduat 

22. What prob ssional qualifications do you hold· 

LI CPA ::J I A 



r 

23. What type of 

UPublic Pr ti 

0 inancial A c untin 

CManag ment Accounting 

24. Are you am mb r of ny pr ~ 

y 

u oo~;se~;s'! lr di · t tl 

itin' 

pp l 

. pc.; If -- -- ·---------- ·-----------·-·-

25. What is the titl ofth p r nlbody in y ur rp rati n h h· th uth rit t li mi 

the Head of Internal udit Department . ----------------------------------------------

26. Do your Corporation ha 

nYES . 0 

27. If no do you think it is n c ssary t ha it. 

CYES 

28. How many m mber doc th udit Jn ic t num r. 

29. What is th professional c mp ition th mn1itt pc 1 

the numbers . 

ODoctor 

0 ngine r 

DOth r pi a 

------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------~----------------------------------------------------

30. Who appoint th chaitman th u it mmitt '. ---------------------------------------

31. How many m rob rs ofth udit ommitt h k r und r kn 1 dg 1n in n 

A ceo unting and udi t? ------ --------------------------------------------------------- umb r . 

2 



2. To hom do th udit mmitt rtl 

3. Do hate tent do u Jfc.: th· t l 

1m pro d th effici ncy nd lnt n 

J tr ngly gr 

1 agr trongly di 

34. Do what extent do you a r t th mrnitt kn I ith 

respect to accounting and auditin ti k). 

0 c 11 nt .JV ry d r 

35. Do you meet privately with th mmitt ith ut the rp rati n m· n g m nt 

presence? y 

36. How many times do you and the I m t th udit n mitt in ar and h 

such meetings nonnally take in minut '> 

Frequency of m tings: ------------------------------------------------------------------------------------

Length of the m tings: ------------------------------------------------------------------------------------

37. Is th Audit ommitte in ol din th · ppr \al pri r th 1 mt the lie d 

Internal Audit? (Plea e e pi in c. 

------------------------------------------------------------------------------------------------------------------

38. Does the Internal udit Function h th ilit t r rt l nt 

Authorities if it found that Pl a indi at • 

l Officials in th orporation abu ed th ir p v cr in t publi inter t. 

DOrganization officials lo int grity 

UK y managem nt offici ls v 'thhold inform ti n t 

DManag m nt fail to disclo ur mat rial m tt r in th fin n i 1 t t m nt . 

DManag m nt override int mal contr I ? 

DManag ment invol em nt in frau and mb ztl m nt? 

mm nt 

u ti ? 



39. Ar Int rn l udit r fr 

es 

40. Do you conduct udit ti iti 111 

y 
in '! 

41. If yes please p cify th tandard : --··----------------------- ---------------- ---------------------

----------------------------------------------------------------------------·-------------------------------------

42. Is the mission and rol of Int m I udit un ti n ell 

framework and efD cti ly communicat d'? 

Yes D o D 

43. For each of the following qu sti n indicat ~ r • 

ith 

th 

44. To what tent do you agr ith th 11 mg t t m nt n lnt 01 I udit un ti n 

within your orpor tion'. (Til cal ra11 

ill ert the valu attached to each 

RAT G 

LE 

INTERN 

trongly agrc gr 

5 4 

to 

d). 

Indi fl r nt 
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45. Do internal Audit ta k pr id n m an f re 

improving effici ncy and ffl cti n . Pl 

LY s r o 

46. If yes plea tick from th fi 11o in 1 p ibl d th int m 1 

management applicabl to y ur rp rati n . 

.__.. Good Gov mane 

wD igning and impl m nting int m 

...... In£ rrnation t m 1 pm nt. 

[ Accountability 

Cl Ethical practic an 

l ound bu in proc(!SS(~s 

pr ~ t mana 

r ffi cti ri k 

rrupti n pr · m 

._.Pr ram alu ti n an m nao m nt 

nd p r ti n 

it 

Other area if any-------------------------------------------------------------------------------------------

1 nt do you gr e with th ft llo in th r 1 f Int m I udit 

(The cafe range from tron I a r to troll I alu atlll h d 



to acll tellt aft r tit tat ment p d). 

tr ngly agr 

g m c pr y pr i in 

48. Does the int mal audit functjon g t uf 1ci nt upp rt fr m th [I llo ·ing t 

(Please rank them from the mo t t th I t upp rtiv u ing 

represents most supportiv while 1 r r nt 

DObtain support from nior mana m nt uti 

DObtain support from the B rd 

DObtain support from th udit 1 mitt bt in u 1 i nt upp rt r rn th r t·1 f: 

What oth r sourc do 1 F g t upp rt fr m . -----------------------------------------------------------

------------------------------------------------------------------------------------------------------------------

49. Is the IAF ind p nd nt man g m nt. 

y 

f Int m I udit UI ti n in cnh n in ' ,. rp r t 50. What do y u c n id r t 

gov mane practic in y ur n? -----·----------------------------------------------------- --

--------------------------------------------------------------------------------------------------------- - ------
51. D you think Int m I u it Func i n i uffi tent · t 

expl in. --------------------------------------------------------------------------------------------------------

------------------------------------ ---------------------------------~-------------------------------------- -----
52. T hat t nt th t th r Jnt mal udit h th 

orp rati n 

r ro 



th In udit . p n ur · u it t f in 

ur th U' lit It u it un ti n · n 1 it rk'! 

tiv m " ur rc u u II t· k ·n a r ult \ ' akr c p int d ut 

by th lnt m u it un ti n? 

0 D 

th H th Intern I udit monit -up 'l ti n t k n b m nag m nt t 

th r mm nd ti n th lnt mal udit un tion'. 

0 D 

7. 1at rn h ni m ar in pi guard [! r th Int m I u it 

ind nd n ? ------------------------------------------------------------------------------------------------

udit • un ti n f: m y ur rp rati n'?--------

r int mal udit r · 11 v d t a e II th d um nt untin , r 

n in~ rmati n th y rcquir in th p rn rman fth au 

D ully all d D t 11 w l 

D rtially all w 

hat ha e nth m ~ r a hie m nt fi 1n ur rp r ti n. 
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