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Abstract 

The thesis is about the effect of Internal Security Control Systems (ICS) on cash 

management of a given organization where in these case Mukwano Group of Co. ltd., 

was the major organization evaluated. The primary purpose of the study was to examine 

and evaluate the impact of internal security controls on cash management established by 

the management of the Mukwano Co. ltd., Kampala main branch with the aim of 

suggesting corrective measures that can be adopted to ensure that the systems are 

effective and efficient. 

The researcher applied a survey research designing carrying out this research work which 

enabled the researcher to collect as many views as possible concerning internal controls 

in cash management in Mukwano Group of Co. ltd, Kampala. The research design was 

chosen because of its suitability in data collection. The sampling size used by the 

researcher was 50 paiiicipants, where 20(twenty) were its management and 30(thirty) its 

employees. The data source used was from both primary and secondary sources. Primary 

data was obtained by use of questionnaires while secondary data was by use of document 

study such as journals and websites. 

The findings of the study show that the (ICS) of Mukwano Co. ltd., are strong and 

efficiently working and this explains why the company as enjoyed a tremendous success 

over these years. Secondly we can say this is due to its size in the organizational 

structure. The larger the company the more the effectiveness in its internal security 

controls system. 

The recommendations of the study were; that the management of Mukwano Company 

should ensure that there is proper rotation of employees. Mukwano Company should 

ensure that all cheques are written in full names of the company, they should ensure that 

there is proper segregation of duties, and should ensure that there is proper authorization 

of all transaction by the responsible official so as to avoid fraudulent activities within the 

company. 
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CHAPTER ONE 

1.0 Introduction 

Internal security controls encompass the policies and procedures that an organization 

establishes to ensure that it operates in accordance with management's intentions and 

accountability is maintained for all transactions. This includes the methods adopted by 

the organization to safeguard its assets, to check the accuracy and reliability of its 

accounting data, to promote operational efficiency, and to encourage adherence to 

prescribed managerial policies. Internal Security controls are usually developed and put 

into place to either prevent mistakes or detect them on a timely basis if they occur. 

The study was about analyzing the impact of Internal Security Controls on cash 

management in Mukwano group of Co. Ltd. Cash is the most important and valuable 

asset of any organization, thus requires special attention. Internal security controls over 

cash management are needed at all levels of the organization that handle cash and/or cash 

equivalents, these are coupons and credit card slips among others. Both program 

managers and financial managers are accountable for cash under their control. However, 

the organization unit finance officers must provide guidance to all employees who have 

cash management responsibilities; he/she also bears ultimate responsibility for internal 

control security over cash collections, disbursements, and holdings which are accounted 

for by his/her operations. 

Responsibilities of cash management officers, cashiers, certifying officers, and other 

accountable officers to establish and maintain controls should be formally delegated by 

organization unit finance officers. This is because operators within the organization 

depend upon management of cash. If the funds allocated for different activities are 

mishandled, then, objectives of the organizations will never be achieved. A system of 

effective Internal Security Controls (ISC) is a critical component of a given organization 

and a foundation for the safe and sound operation of hospitality organizations. 

A strong system of internal security controls ensures that an organization achieves its 

goals and objectives both long term profitability targets and maintain reliable financial 
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and managerial reporting. Internal security Controls are established by management to 

monitor and review accountability and the inbuilt systems. Most companies have 

collapsed because of mishandling of funds. It is well known that poorly kept records, 

inaccurate reporting, unauthorized cash transfer, false budgets among others may disrupt 

the organization from achieving its objectives. 

The researcher decided to research about this topic because of the increasing cases of 

cash malpractices and misappropriations. Thus, the researcher is interested in finding out 

the controls that are in place by Mukwano group of Co. ltd., so as to avoid cash 

misappropriation . 

. 1 Background to the Study 

The Mukwano group of Co. ltd. inclustties with its deep-rooted origins had a humble 

beginning with a single laundry soap production line installed in l 986. Today, close to 

just two decades later. it is a conglomerate of varied business interests ranging from 

manufacturing to transport and logistics to property development within Uganda and 

spanning across the Great Lakes region with excess of 7,000 individuals who share a 

common vision. Mukwano group of Co. Itel. is committed to deliver world class products 

and services at affordable prices to the people of Uganda and Sub Saharan Africa. 

Mukwano group of Co. Ltd is located in Kampala Industrial Area. Since 1986. this 

company has been operating successfully. Mukwano group of Company Limited as any 

other organization has internal security controls system put in place by management so as 

to manage the cash and other resources of the organization effectively. However. the 

controls if not implemented well and supported by a responsible official that is the 

internal auditor, also they should have depaitments such as finance and accounting 

departments, human resource department ,Research and Development, othenvise the 

internal controls may become weak and ch1mces of fraud ai1d misappropriation of cash 

may come 111. 
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fnternal security controls system are comprised of the plan and all the coordinated 

methods and measures adopted within an organization to safeguard the assets of the 

organization, check accuracy and reliability of accounting information. promote 

operational efficiency and encourage adherence to presented managerial policies. 

(Chambers 1987. Taylor etal, 1988) 

Mukwano group of Co. Ltd deals in variety of products which include the following; Bar 

Soap. Hira Blue Detergent Powder, Nomi Blue Detergent Powder, Nyota Blue Laundry 

Bar Soap. Nyota Pink Laundry Bar Soap, Nyota Green Laundry Bar Soap. Chapa 

Mukwano Tablet Soap. Chapa Mukwano Laundry Bar Soap, Chapa Simba. Laundry Bar 

Soap. Yeyo - Talcum Powder. Yeyo - Shampoo. Mukwano Perfumed Family Jelly. Supa 

Liquid Detergent. Dazzelene Floor Cleaner, Klix Scouring Powder, Blik Liquid Bleach. 

Mukwano Fruit Drops/Cough Drops, Pet jars. Jerry cans, Food. containers, Mugs, Basin, 

Marina Catering Margarine, Nice Fry Deep Frying Fat, Tamu Bakers Fat, Shamba Seed 

Meal, Sesame Seadmeal, Mukwano Vegetable Oil 

l.2 Statement of the Problem 

The success of any organization largely depends on how effective its cash resources are 

managed. Despite the existence of the internal security controls in organizations, cases of 

cash mismanagement and mishandling continue to exist. Arinatwe San1 ( 1996). If such a 

situation is left unchecked. then the company may end up loosing a lot of money. which 

could threaten its going concern objective. This research aims at checking the effects of 

internal security controls measures that are in place at Mukwano group of Co. Ltd and 

looking at the effects brought about by these measures both positive and negative. 

1.3 Purpose of the Study 

The purpose of the study is to examine and evaluate the Internal Security Controls system 

(ISCS) established by the management of Mukwano group of Co. Ltd 1md how effective 

and efficient they are to the success of the company. 
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.4 Objectives of the Study 

.4.1 The general objective of the study is: 

To investigate the impact brought by the implementation of Internal Security Controls 

systems on governing cash in an organization. And in the case of existence of ISCS, then 

is it effective? 

l .4.2 Specific 

1. Investigate and evaluate the effectiveness of internal security control system on 

cash management in Mukwano group of Co. Ltd. 

11. To examine and analyze whether there is segregation of duties for example. a 

different person should handle deposits of cash and cheques from one receiving 

them. 

iii. To establish whether there 1s a proper authorization of transaction m the 

organization. 

1.5 Research Questions 

1. What is the impact brought about by the implementation of internal security 

controls on cash management in Mukwano group of companies' ltd? 

11. What is the effectiveness of internal security controls system on cash management 

in Mukwano group of companies? 

111. How are the transactions authorized and what is the level of segregation of duties 

in Mukwano group of companies? 

1.6 Significance of the study 

The groups and categories that are to gain from this study are; 

1. The research is to benefit Mukwano group of Co. Ltd, Kampala. This is through 

providing information of effective and efficient internal controls and cash 

management. 

11. The research is to benefit the researcher in that, through interacting with various 

respondents the researcher ability and skill are widened and enhance through 

Ii terature to be gained in research. 
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iii. The research is to benefit Kampala International University, as it would be added 

on to its existing literature in the library. 

iv. The study is aimed at providing information on effective and efficient Internal 

Control System and cash management to be utilized by other interested parties 

facing financial losses in their undertakings. 

v. The study is of benefit to other scholars who will conduct studies in related field 

in future. 

l.7 Scope of Study 

1.7.l Geographical 

The study focuses at Mukwano group of Co. Ltd in Kampala city cited around Industry 

Area. 

l. 7.2 Subject scope 

The study is centered on Internal Security Controls (ISC) in place and general 

management of cash at hand. bank, cash receivable, cash payment the imprested and the 

balance thereof. 

1.7.3 Time scope 

This research is expected to take approximately eight months starting from January to 

august of 2008. 
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. 7 The Conceptual Framework of Internal Security Control System 

Figure I. The Conceptual Framework of Internal security Control System 

I 
' Internal security Cash 

controls Management 

Preventive controls 
·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·► 

Detective controls 

C01Tective controls 

t 
Source: I Nf Pandey (2003) Adapted 

Cash is the imp011ant current asset for the operations of the company. Cash is the basic 

input needed to keep the business running on continuous basis: it is also the ultimate 

output expected by any given company. Cash is concerned with managing of preventive 

controls. detective controls. and corrective controls. Cash is the life blood of every 

business and that's why it requires special attention as well as to be effectively managed. 

Therefore with effective internal security controls. (preventive controls. detective 

controls, and corrective controls) cash management is guaranteed since there will be cash 

planning that invol,!es strict monitoring of cash outflows and disbursements. However, if 

there internal security controls and cash are weak, and then the firm is likely to end up in 

financial distress which can eventually lead to bankruptcy (Jlvl Pandey 2003). 
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CHAPTER TWO 

LITERATURE REVIEW 

.0 Introduction 

This chapter reviews the relevant literature about the same subject. It includes major 

definitions of terms, the classification, essential features, objectives, and limitations of 

internal control, motives of handling cash and guidelines to strong internal security 

control systems. if the objectives of effective and efficient cash management are to be 

achieved . 

. 1 Organization study 

The work is divided into five chapters; the first chapter deals with the background of the 

study, statement of the problem, research objectives. general hypothesis, the scope of the 

study. and justification of the study. Second chapter reviewed the research work and 

related literature of other scholars while chapter three shows the methodology used to 

carry out the research work. Chapter four described the findings of the study. which is 

presented in relation to the study objectives. Chapter five is about the summary, 

recommendations and conclusion of the study . 

. 2 Review of Related Literature and Other Researcher's Works 

.2.1 The Concept of Cash Management and Internal Security Control System 

Internal security controls represent an application of common sense and prudent conduct 

to the use and proper safeguarding of organization's assets. Proper internal control 

mechanisms provide management with a reasonable assurance that intended safeguards 

are being practiced consistently. Therefore, the integrity of any cash management activity 

depends on the application of internal control principles and standards. Cash management 

involves the following; managing cash flows within the company, Management of cash 

flows into and out of the company, Financing deficit on investing surplus cash and thus 

controlling cash balances at the point of time (Pandy M, 2003). 
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The management of cash is an important function in practice because it is difficult to 

predict cash flows and there are hardly any synchronization between inflows and 

outflows. Adong (1988) controlling is a three-stage process that includes planning, 

ensuring and correcting of perfo1mance to ensure that the organizational goals and 

objectives are attained. Standards are set and actions against these standards observed and 

corrective measures instituted in case of negative deviations from set standards. 

Arinaitwe Sam (1996) interpret the term internal security control as the step taken by a 

business to prevent fraud both misappropriation of asset and fraudulent financial 

reporting and others acknowledge the important of internal security control for fraud 

prevention, believing that internal security control has an equal role in assuring internal 

security control over manufacturing and other processes. It comprises of the control 

environment and control procedures. 

The success of any organization is geared by the implementations of internal security 

control systems. and thus Mukwano group of Co. Ltd as well. It ensures effective and 

efficient management of resource of any organization. Internal security controls needed 

for small scale business differed from internal security controls needed for large scale 

business and every person in managerial position is expected to institute internal security 

control measures that are appropriate to the business according to its nature and size 

(Meigs Walter b. 1988). 

2.2.2 Understanding Internal Control 

The organizational management should always understand the entity's internal controls in 

order to put up the financial statement which guides the audit work. This understanding 

includes knowledge on the five components of internal security controls as well as about 

the design of relevant internal controls and whether they have been placed in operation by 

the entity. This knowledge is used to identify the types of potential misstatements, 

determine control risk, which in turn affects detections risk, assist in the design of 

substantive tests, knowledge from previous audits, understanding of the entity's industry, 

assessment of inherent risk, judgment about materiality and the complexity and 
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sophistication of the entity's operation and system. Each of this items needs to be 

considered when the auditor is examine a client's internal security control where the 

issues of understanding the five components comes in for instant reliance strategy has 

been adopted then an extensive knowledge of this components is of important to the 

auditor (William FMessier Sr.). 

Z.2.3 Elements of internal security control system (ICS) 

All organizations are expected to have an efficient and sound accounting system contains 

the following components.Control procedures. these refer to accounting policies and 

standards to be followed by those working in accounts clepaitment. Control environment, 

this refers to cleai·-cut responsibilities by those involved in accounting deprutment so that 

it is easy to fix blame in case of negative deviations. Information system. this involves 

books of original entry to be kept, ledgers and what accounting statements should be 

can-ied out. A CCA (I 996) 

According to Arens el al (J 994j, the !CS has got five major elements; Management Risk 

assessment. control environment, control activities. Monitoring and accounting 

information system. Good communication is crucial to the success of an internal security 

contrnl system. 

2.2.4 Types of Internal Controls 

Mru1agement is responsible to ensure that the compru1y has an effective !CS that can 

prevent, detect and correct errors and frauds of cash. Internal controls are subdivided 

into; 

Preventive controls these controls risks from occurring and can be implemented by 

segregation of duties, recruiting the core sta11; authorization controls fraudulent or 

erroneous trru1sactions occurring. Detective controls, these are controls. which detect 

en-ors, and frauds that have not been prevented. They include reconciliation. supervision 

and internal checks. Exception repo1ts could also reveal situations, which have been 

cumbered such as large amounts of money to be paid without proper authorization. 
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Corrective controls, these are controls that address any problems that have occurred. 

Where problems are identified. those controls that will ensure that the problems are 

properly rectified, for example follow up procedures of management action like rotation 

of staff (Woolf Emile, 1994 ). 

t3 Objectives of Internal Controls 

Tn all organizations internal security controls are implemented to achieve certain 

objectives (as stated in 2.2.3). The following are objectives aimed at in establishing ISCS: 

Organizations own assets both current and non-current. These assets need to be properly 

maintained and safeguarded against misuse, misappropriation and theft among others 

vices. This thus calls fro compete accounting for all the assets. According to Emily T:Voolf 

(1994). depending on the complexity of a company, there should be adequate accmmting 

system. Adherence to management policies, hence proper procedures of handling of 

fonds. 

An internal control also makes it possible to carryout regular independent checks on the 

perfonnance of various sectors of a company. An internal control ensures that stock is 

adequately protected against loss or misuse stock is cash in another format, which must 

well be protected.There should always be proper authorization of all transactions 

undertaken in a company. Emily Woolf (199.:f.) contends that the internal control makes 

the verification of these to be canied out with ease.h1ternal controls aims at ensuring that 

there is proper recording of transactions in relevant books of accounts in an organization. 

2.4 Means of achieving effective Internal Control 

An organization· s internal control is achieved through effective implementation of its 

components which includes (as stated in 2.2.2); Control environment sets the tone of an 

org,mization influencing the conscience of its people. It is the umbrella of all other 

components of internal control, providing discipline and strncture. It also covers the 

entire entity and establishes the framework for implementing the entities accounting 
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systems and internal controls. There are factors affecting the control environment which 

includes; Integrity m1d ethical values. commitment to competence, Participation of the 

bom·d of directors or audit committee. Management's philosophy and operating style. 

Organizational structure, Assignment of authority and responsibility. Human resource 

policies and practices 

Mmmgement risk assessment. An entity's risk assessment for financial repo1ting is the 

identification, analysis. and management of risks relevant to the preparation of financial 

statement5 that are fairly presented in conformity with GAAP for exmnple historical cost, 

going concern and business entity (Frank woods 2007). This risk assessment process 

should consider external and internal events and circumstances that may arise and 

adversely affect the entity" s ability to record, process, summarize, and report financial 

data consistent with the assessment of management in the financial statements. There m·e 

factors affecting risk management and these include; Changes in the operating 

environment. new personnel. new or revamped .infonnation systems, Rapid grmvth. new 

technology. new lines, products or activities, Corporate restructuring. Foreign operations, 

Accounting pronouncements. 

Monitoring is a process that assesses the quality of internal control over time. For m1 

entity to achieve its objectives, the management should monitor internal control to 

determine whether it's operating as intended m1d that it is modified as appropriate for 

chm1ges in conditions. Monitoring involves appropriate personnel, assessing the design 

and operations of controls on a timely basis m1d taking the necessm·y action. It cm1 be 

done through on going activities or separate evaluations. On going monitoring procedures 

are built into the normal recurring activities of the entity m1d these are regular 

mm1agement and supervisory activities. Management uses internal auditors or personnel 

performing the smne functions to monitor the operating effectiveness and efficiency of 

internal controls. The presence of a strong internal audit function strengthens the control 

environment (William F.Messier Sr.) 
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Control activities are policies and procedures that help and ensure necessary actions are 

taken in order to achieve the entity objectives. Control activities that are important to 

internal control include; Performance reviews, Information processing. Physical controls. 

Segregation of duties 

Information and communication. The inforn1ation system is impo11ant to the financial 

reporting which includes tbe accounting system. consist of methods and records 

established to record. process, summarizes and report an entity's transactions and to 

maintain accountability for the assets and liabilities. An effective accounting system 

gives appropriate consideration to establishing methods and records that will Properly 

present the transactions and related disclosures in the financial statements. Measure the 

value of transactions in a manner that permits recording their proper monetary value in 

the financial statements. Determine the time period in which transactions occurred to 

permit recording of transactions in the proper accounting period. Identify and record all 

valid transactions. Describe on a timely basis the transactions in sufficient detail to permit 

proper classification of transactions for financial repmiing (Taylor Henry Donald. (1988). 

Communication involves providing an understanding of individual roles and 

responsibilities pertaining to internal control over financial reporting. It includes the 

extent to which to reach personnel understands how their activities in the financial 

reporting information system relate to the work of others and the means of reporting 

exceptions to an appropriate higher level within the entity. Communication can also be 

made orally or through the acts of management. 

2.5 Organization Structure 

A well designed organization structure provides a basis for planning, directing and 

controlling operations. It divides authority. responsibilities and duties among members of 

organizations by dealing with such issues centralized versus decentralized decision 

making and appropriate segregation of duties among the various departments. When 

management's decision making is centralized and dominated by one individual, that 

individual's abilities and moral character are extremely important to the auditors. When a 
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decentralized style is used. procedures to monitor the decision making of the many 

managers involved become equally important. (Williams F. Messier Sr.) 

The organizational structure of an entity should separate responsibilities such as; 

Authorization of transactions. Record keeping for transaction, Custody of asset. The 

effectiveness of such structure is usually obtained by having designated department's 

heads that are evaluated on the basis of the performance of their respective departments. 

The top executives of the major departments should be of equal rank and should report 

directly to the president or to an executive vice-president (RJ Carter 1990) . 

. 6 The Effect of organization Size on Internal Control 

The size of an organization may affect the way in which the components of internal 

contrnls are implemented. Large companies may be able to implement the components 

easily compared to the small and mid size companies where they are forced to use some 

sort of different alternative approaches that may not adversely affect their internal 

control. The one example that differs between small and large entities is the use of 

written code of conduct. While large entities use a written code of conduct it may not be 

the case with small and mid size entities (David Jessop and Alex Morrison 1988). 

The small entities can develop a culture that emphasizes integrity and ethical behavior 

through oral communication and example of the ovmer manager. While the basic 

concepts of risk assessment. control activities and information and communication 

components should be present in all entities, they are likely to be less formal in small or 

midsize company. A good example is communication channels in a small entity where by 

it's so effective due to its size; the fact here is the fewer level in the organizational 

hierarchy and management's visibility. Control activities in small entities are also 

effective because of owner·s-manger day-to-day involvement which leads to identifying 

risks affecting the activities and monitoring those activities. Monitoring in small to 

midsize entities is also effective due to management's close involvement in operations. 

Coopers et al (1984) ACCA (1996) Milli Champ (J996j 
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. 7 Establishment of an Effective System of Internal Control 

.7.1 Proper Authorization R J Carter (1990) argues the basic principal behind control of stock 

issues is that of right authorization. Carter defines it as a system or procedure that will 

ensure that only certain stock is used by certain people for certain activities within the 

operation. 

Jesop and A1orrison (J 998i holds that stock in stores represent money and should not be 

misappropriating, wasted or improperly used. For this reason. issues cannot be made 

indiscriminately and before goods can be withdrawn from a storehouse. there must be 

some authority for a transaction. This may be in a form of a signed document or verbal 

instruction or a routine arrangement. The normal method is to use an issue note signed in 

one appropriate box by an authorized person. Storekeepers should have full details of the 

names. designations and specimen signatures of all persons empowered to approve issue 

notes. 

ln some circumstances it is convenient to handover stores simply on verbal demand by a 

known supervisor without the presentation of a written document. This is normally done 

for items of comparatively small value. 

The method that authorization employs should be appropriate to everyday needs of the 

organization. Carter ( 1990) says the stores is given stock value limit. position 'Ni thin the 

organization where members of staff are able to request a stock on the basis of their 

position within the company, the fLmction ,vithin the organization which restricts the staff 

to requesting only these items and services that they require and are free. 

R J Carter believes that controls of issues of stock are important because it helps to avoid 

losses. However, Cmier outlines the following as problems associated with authorization 

of issues. Updating of lists of authorized persons, designation of the number of persons 

who c,m authorize a request from stores. updating of financial limits and flexibility and 

contrnls conflicts. It can therefore be emphasized that, a sound internal security controls 

system over cash management is paramount in an organization if cash resources are not 
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to be tempered with. The stronger the ISCS the more confidence the public can have in 

the financial statements and records of an organization . 

. 7 .2 Separation of duties; the internal control that is the most effectively assures the secures 

handling of cash is separation of duties. Having different people receive cash, prepare the 

transmittal and reconcile the ledge sheets attains this. This allows each person to serve as 

a control over the others, catching mistake and preventing the misappropriation of funds. 

In small office where separating duties is difficult it is imperative that the supervisor 

review cash operation each day (Walter b.1988) . 

. 7.3 Cash and Bank Reconciliation; According to ACCA Study and pension, Neri Stein (1988) 

bank balances are easy to verify. Following steps are necessary; obtain a confirmation of 

balances from the bank or banks concern.As the balance confirmed is that according to 

the banks records, check the reconciliation of the cashbook with the bank statement. 

When canying out bank reconciliation. 

Teeming and lading; when checking the agreement between the cashbook and the bank 

statement. the auditor should pay particular attention to the elating of loclgments. A 

discrepancy in the dates may indicate delay in banking resulting from a form of teeming 

and lading. 

Outstanding checks; a few cheques used by a company are never presented. After six 

months. perhaps necessary for the client to consider reversing the entry for them restoring 

the bank balance and reinstating the liability concerned. 

Overclrafis; It will be necessary for the auditor to inquire into the tern1s and limits of any 

overdraft facility as part of the going concern review. Also where an overdraft is seemed. 

the fact must be stated in accounts. 
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Job rotations; these should be encouraged in organizations as it ensures that an employee 

does not overstay in a pruiicular department. This discourages employees from 

perpetuating fraud and malpractice, as one is likely to be discovered when another 

employee is brought to the srune position.Sport accounts; these should be carried out to 

check physical cash balru1ces. This is responsibility of the internal audit departments. 

ACCA, (1996) 

. 7.4 Audit; Internal Audit is an independent appraisal activity within an organization for the 

review of activities as a service to all levels of management. It entails constant reviews of 

internal security controls in ensuring that they are effective and can be relied on in the 

ensuring the safety of the assets and that the financial statements are reliable. 

Internal audit department is thus crucial if an organization is to put a check m all 

trnnsaction that involves cash flows. Ethically carried out internal audit can reduce on 

frauds and thefts particularly when dealing with cash as this is the most liquid susceptible 

asset in an orgru1ization. ACCA, (1996). 
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CHAPTER THREE 

METHODOLOGY 

.0 Introduction 

This chapter focused on the methods and techniques that are were used by the resem·cher 

to collect data for the study. It considers study design. procedures, subject selection. data 

collection instruments, data analysis. limitations and de.limitation . 

. 1 Research Design 

Descriptive research design was used in the study. The descriptive research design helped 

the researcher to describe and explain the way controls m·e implemented in the 

organization. Quantitative research approaches were used to obtain the data that can be 

measured in numerical figures . 

. 2 Research Population 

The researcher was interested with Mukwano Group of company staff .She targeted both 

the top managers as well as the support staff from different depmiments in the company. 

The main targeted sample was employees as a whole . 

. 3 Sample and sampling procedure 

.3.1 Procedures 

In carrying out this research, the researcher had to go through several channels in order to 

acquire the relevant data; 

The research topic was handed to the supervisor for approval, questionnaires and 

instruments also were approved. The researcher then obtained an introductory letter from 

the school of post graduate Km11pala International University. This was to help the 

researcher to be accepted in the field of study and to the management and staff of 

Mukwano Co. Ltd, indicating the purpose of the researcher's visitation. This was 

followed by the actual administration of instruments, which included distribution of 

questionnaires to the subjects m1cl carrying out other necessary observations. The 
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researcher collected the questionnaires after they have been filled. Finally. the collected 

data was sorted, analyzed, and interpreted and edited compared with other notes. 

1.3.2 Sample size 

From the target population of 51 employees at Mukwano, 50 were selected. This was 

through use of Sloven's formula. Of the 50 selected, 20 were top management 

employees, 15 were employees from the finance department and 15 surbodinate workers 

from other departments. 

n= N where n = sample size, N = total population, 

l+ne2 ne = degree of error at 0.05 level of significance 

= 51 

l+0.05 2 

= 50.87282 

3.3.3 Sample Selection 

Due to the nature of the population which was heterogeneous, the sampling frame 

involved both top management and ordinary employees of the company. Purposive 

sampling technique was used to select all the above samples this was because they were 

deemed by the researcher to hold information of importance. 

3.4 Instruments 

3.4.1 Interviews 

The researcher used interviews to acquire information that is not easy or possible to get 

through questionnaires. Unclear questions to the respondents were re-asked or repeated 

which enabled the researcher to get more clear information from the respondents. 

3.4.2 Questionnaires 

These include both structural and non-structural, which was aimed at getting all the 

necessary data from the respondents. This method was used because of the following 

reasons; they are cheaper to be administered and convenient to collect data from such a 
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large population within a short period of time, respondents are expected to answer even 

sensitive question because they are not going to write their names. 

1.5 Data Analysis 

Raw data was edited as soon as the instruments were received. The data was analyzed 

through use of tables, pie-chmts, computer packages for example Microsoft excel. 

percentage and tables. 

3.5. l Editing 

This was done at the end of each work clay. This process was carried out to ensure that 

the information given by respondents is accurate and consistent. Editing was done by the 

researcher. in this respect; every questionnaire that came from the field was scrutinized, 

through cross checking wrong entries and standardizing the information while checking 

on the omissions and inconsistencies. 

3.5.2 Coding 

This consisted of translating edited responses into numerical figures or terms. Coding 

was considered as a process or classification by the researcher in preparation for 

tabulation. A complete coding schedule was done to ensure that various responses 

obtained were classified into meaningful forms so as to bring out those essential patterns 

clearly. 

3.6 Ethical Consideration 

Many companies are not willing to enclose their information, especially regarding to 

accounts issues. So the research had to justify herself when approaching the company 

managers in order for them to believe that her work was purely academic. By doing so 

she had to get an introductory letter from the university confirming and informing them 

that the research is a bonfide of Kampala International University pursing a Master 

Degree and as part of her studies she has to do a research work. The university requests 

the management of Mukwano Group Company limited to assist the research by 

supply/furnishing her with the required information through questionnaires she had 

administer, interviews and reading materials for her research work. 
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,. 7 Limitations of the Study 

Research being known to be a very tedious and costly venture, thus there are limitations 

that were encountered by the researcher and they include: 

1. Lack of cooperation from some respondents especially top management 

respondents who are in charge of the company· s operations. 

11. Financial problem. Due to the fact that the study requires finance in forn1 of 

traveling and other funding, tbe researcher was faced by financial constrain in the 

process of can-ying out research. Tbe researcher thus, was forced to acquire a loan 

from a relative. 

m. The researcher was targeting the accounting department of the organization. 

However. the majority of respondents were not really from this department and 

thus most of them did not understood the terms like JCS .The researcher hence 

had to explain the accounting tern1s in ordinary language used in questionnaires 

and interviewing. 

1v. Lack of willingness from the respondents to fil I the questionnaires or spend their 

time to be interviewed. 
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CHAPTER FOUR 

PRESENTATION, INTERPRETATION AND ANALYSIS OF FINDINDS 

1.0 Introduction 

This chapter addresses the presentation and analysis of the field data. The research 

examined the data so as to find out how the internal security control system affects the 

cash management. Tables, figures, and pie charts were used in the presentation and 

interpretations of findings. 

4.1 Categorization of Respondents 

The sample covered 50 respondents in total. 20 respondents from the management staff 

and 30 respondents from employees. The questionnaires put forward were administered 

at Mukwano Head offices. The following table shows the response rate. 

Table 4.1: showing categorization of respondents 

Qualification Management Employees Percentage 
No. of No. of 

Respondents Percentage Respondents 

Degree 15 30% 12 24% 

Diploma 5 10% 18 36% 

Total 20 40% 30 60% 
Source: Primary data 

From the table 4.1 above, the sample covered 50 respondents. The researcher obtained 

information from 10% of the management staff who were Diploma holders and the 

researcher managed to obtain more data from the Degree holders of the management staff 

which was 30%. 

From the section of employees, the researcher obtained 36% of the information from 

Diploma holder employees and also obtained 24% of the information from the Degree 

holders among the employees of Mukwano Company Ltd. Thus the researcher was able 
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to obtain all the relevant information concerning how the internal controls influences cash 

management at Mukwano Company Ltd . 

.. 2 The Cash Controls That Are In Place at Mukwano Company Ltd 

The findings of the study revealed that Mukwano Company Ltd has cash control in place. 

This was found out through the interview carried out with the management as well as 

questionnaires that were distributed to the management. The following table show the 

documents that are in place at Mukwano to ensure effective cash management. 

:able 4.2: Showing the documents used for cash control 

Documents Used for control Not used for control Total 

No. of No. of 
Resnondents Percenta2e Resnondents Percentai;:e 

Vouchers 40 80% 10 20% 100% 

Receipts 50 100% - - 100% 

Local Purchase 
Order 42 84% 8 16% 100% 
Source: Pnmary data 

From table 4.2 above, the findings of the study revealed that documents are raised and 

issued for control purposes in Mukwano Company Ltd. The researcher administered 50 

questionnaires, where each had the following items; vouchers, serially numbered receipts 

and local purchase order. Each item was evaluated out of 50 questionnaires, which made 

the total number of respondents. This was later calculated into percentage form of the 

totals of those respondents who accept that Mukwano group of Company Ltd's 

documents are used for control and of those who reject that the document s are not used 

for control. From the results, I 00% of the respondents show clearly that receipts issued 

are serially numbered and they are multi-copied. This is a good indication that internal 

control on cash are effectively working in Mukwano Company Ltd. 
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The study also revealed that vouchers are issued for controls at Mukwano. This is evident 

by 80%. However, 20% of the respondents who disagreed should not be under estimated 

if Mukwano Company Ltd is to have the most efficient and effective internal control 

system so as to have minimal or no cases of fraud in the Company. The researcher also 

found out that there are other documents like delivery notes which are serially numbered, 

these are goods received notes and invoices which are also serially numbered. This has 

made the internal control system of Mukwano more efficient as far as cash management 

is concerned . 

. 2.1 Books of Accounts kept in Mukwano Company Ltd 

The study revealed that different books of accounts are kept in Mukwano Company Ltd. 

Since there is proper book keeping system, most especially on the documents and records 

that concern cash transactions, therefore cash management in Mukwano is valid and it is 

effective. The following table shows the types of books kept in Mukwano Company Ltd. 

:able 4.3: The following table shows the types of books kept in Mukwano Company Ltd. 

Book of Accounts Response 

Yes Percentage No. Percentage 

Cash book 46 92% 4 8% 

Cash analysis books 40 80% 10 20% 

Store ledger 48 96% 2 4% 

Bauk reconciliation Statements 45 90% 5 10% 

Source: Primary data 

Findings from the study revealed that Mukwano Company Ltd keeps most of the Books 

of Accounts efficiently. For example, it was revealed and found out that cash book is 

always prepared and a reconciliation is made with the Bauk statement thus a Bank 

reconciliation statement is prepared. The cash analysis documents are also prepared to 

ensure that the flows of funds is accurate, classifying clearly the cash inflows and 

outflows so as to eliminate any element of fraud. However, 20% said that cash analysis 

books are not effective thus Mukwano Company Ltd. management needs to ensure that 
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most effective cash analysis books are put in place so as to have a complete effective and 

efficient internal control system more especially on cash and cash transactions . 

. 3 Response On Whether There Is Segregation Of Duties 

The findings of the study revealed that there is proper segregation of duties between the 

staff who control accounting records and those who receive cash. For example, the 

researcher found out that the person who initiates a transaction is not the one who at the 

same time authorizes it. Thus proper controls on cash transaction are in place. This is 

because proper segregation of duties reduced fraud within the company and this saves the 

company from loosing money. 

:able 4.4: Showing the response whether there is segregation of duties 

Response No. of response Percentage 

Strongly agree 40 80% 

Agree 4 8% 

Disagree 6 12% 

Not sure - -

TOTAL 50 100% 

Source: Primary data 
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Figure 4.1 showing whether there is segregation of duties 

Response on whether there is segregation of duties 

12% 

Source: Primary data 

80% 

□ Strongly agree 

■ Agree 

□ Disagree 

From table 4.4 and figure 4.1 above, the findings of the study revealed that 80% of the 

respondent strongly agreed that Mukwano Company Ltd has proper segregation of duties 

among the employees who control accounting records and those who receive cash. 

However, 6% said that there is segregation of duties but are not properly enforced. Thus 

management needs to clear it up and ensure that a person who initiates a transaction is not 

the same person to authorize it so as to avoid fraudulent activities within the organization 

which can make the company to lose a lot of money. 

4.2 Response On Whether There Is Proper Authorization Of Transactions 

Table 4.5: Showing there is proper authorization of transactions 

Response No of respondents Percentage 

Yes 38 76% 

No 10 20% 

Not sure 2 4% 

TOTAL 50 100% 

Source: Primary data 
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Figure 4.2: Showing whether there is proper authorization of transactions 

Whether there is proper authorisation of transaction 

4% 

Source: Primary data 

□ Yes 

111 No 

o Not sure 

From table 4.5 and figure 4.2 above, the findings of the study revealed that there is proper 

authorization of transaction and cash transaction as well. This is because 76% of the 

respondents strongly accepted that authorization is active in Mukwano Company Ltd and 

they assured that no transaction is effected without being properly authorized. 

Further, the study revealed that, Mukwano Company Ltd has limited number of persons 

who authorize the transaction and the Company has few recommended persons for 

receiving cash. Among these people include Sales Assistants, Cashiers and traveling 

Assistant. The study also revealed that cash received by traveling Salesman is accounted 

for properly and that these people are given adequate security guards against any form of 

robbery. 

The study revealed that 20% of the respondents disagreed that though Mukwano 

Company Ltd has authorization in place but it is not followed. 

This is because sometimes actions are handled without proper authorization. These 

include transaction of small amounts. Thus, the management of Mukwano Company Ltd. 

needs to ensure that proper channels of authority are put in place such that each and every 
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transaction that involves cash from the Company 1s properly authorized by the 

responsible officials. 

4.3 Response On Whether The ICS and Cash Management Is Sound 

The findings from the study revealed that the internal control and cash management put 

in place by Mukwano Company Ltd are effective and efficient. This is because the 

company has been performing well and it has not registered any losses that have come as 

a result of fraudulent activities due to cash mismanagement. The details are revealed by 

the following table. 

Table 4.6: Whether internal control and cash management are sound 

Perceptions No of respondents Percentage 

Yes 36 72% 

No 10 20% 

Not sure 4 8% 

TOTAL 50 100% 

Source: Primary data 

Figure 4.3: Showing whether internal control and cash management are sound 

Whether internal controls and cash management are sound 

8% 

Source: primary data 
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From table 4.6 and figure 4.3 above, the findings of the study revealed that the internal 

control and cash management in Mukwano Company Ltd. are sound. This is because 

72% of the respondent agreed and affirmed that the internal control and cash 

management are in place and are efficient. This explains why there have not been cases 

of mismanagement of cash in Mukwano Company Ltd. The study fmther revealed that in 

Mukwano Company Ltd, all cash received and cheques received are banked promptly 

and cash is banked intact. The management ensures that no expenditure is made out of 

daily collections of cash. The study also revealed that there are always different persons 

responsible for selling goods, making deliveries and receiving cash. 

It was fiuther revealed that all cheques are written in full names of the Company and 

there are no abbreviation acronyms. This has made the Company to build a strong 

internal control and cash management system which has not only ensured effective cash 

management but also effective cash management and control of other organization, 

resources like non-current assets. 

28 



CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

5.0 Introduction 

This chapter discusses the summary of the main findings of the study, conclusion as well 

as the recommendations made by the researcher. 

5.1 Summary 

The study was canied out to evaluate the impact of internal security controls system on 

cash management in Mukwano group of Companies limited. The findings from the study 

revealed that there is a significant relationship between the efficient cash management 

that has been prevailing in Mukwano group of Company Limited and the internal security 

controls. The objectives of the study were to evaluate the effectiveness of internal 

security controls system over cash management in Mukwano group of Company Limited, 

to determine whether there is segregation of duties in Mukwano Company Limited and to 

find out whether there is proper authorization of transactions in Mukwano Company 

limited. 

The above intended objectives of the study were followed in the course of conducting the 

research. The findings of the study revealed that the internal control system on cash 

management in Mukwano Company Limited are strong and are efficiently working 

through the management of Mukwano needs not relax; they need to keep on 

implementing them. 

The findings of the study further revealed that there is authorization of transactions in 

Mukwano Company Limited. However, the study found out that small transactions are 

affected without proper authorization from responsible officials. Thus the management 

needs to ensure that each and every transaction to be executed is properly authorized so 

as to avoid fraudulent activities within Mukwano Company limited. 
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;.2 Conclusion 

The internal security controls system on cash management has a significant impact on 

the general organizational performance of every company. This is because cash is a very 

tricky asset that needs to be handled with care. In Mukwano group of Company Limited 

the internal security controls are strong; however the management needs to be on the look 

out for any loop hole in the internal security control system so as to ensure that the cash 

ofMukwano group of Company is not swindled by the unscrupulous employees. 

The general conclusion of the findings was that Mukwano group of Company Limited 

has proper authorization of duties, segregation of duties is present though needs to be 

checked to ensure efficiency and that the staff in the cash handling transaction areas are 

competent. Thus the internal control system on cash management in Mukwano group of 

Company Limited is generally strong. 

;_3 Recommendations 

From the findings of the study revealed, the researcher made the following 

recommendations. 

The Management of Mukwano Company Limited should put more emphasis on proper 

rotation of employees so as to avoid employees over staying in one position which leads 

to familiarity which can result into fraud. The management should also prescribe and 

limit the number of persons, who are authorized to receive cash so as to avoid fraudulent 

activities. 

The management should always emphasize that there are different persons responsible 

for selling goods, making deliveries and receiving cash. The management should ensure 

that all cheques are written in full names of the company and should not be abbreviated in 

acronyms. There should be adequate segregation of duties in order to minimize the 

possibility of a loss through fraud. Segregation should cover the following; listing of 

remittances or issuing of receipts, authorization of cash sales records, bankrupt of all 
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receipts; preparation of Bank reconciliation statements and lastly cashiering function 

from petty cashiering function. 

5.4 Areas Of Future Research 

The impact of internal audit on performance of companies. 

Remuneration and performance of employees of Mukwano Company Ltd. 
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APPENDIX A 

QUESTIONNAIRES FOR THE MANAGEMENT OF MUKWANO INDUSRTY 

DEAR RESPONDENT, 

I am glad to have you selected as one of the respondents as regards to the study: THE 

IMP ACT OF INTERNAL SECURITY CONTROL ON CASH MANAGEMENT IN 

MUKWANO INDUSTRY. Your observation, experience and opinion are very important 

.This research is purely academic and intended to help me obtain information on the 

topic. The information obtained will be treated with confidentiality. 

Thanks for your co-operation. 

BACKGROUND INFORMATION 

(Tick where applicable) 

1. Position held ................................................................... . 

2. Period spent in the organization 

D Less than a year 

D l-5years 

D More than 5 years 

3. Education qualification 

D Diploma D Degree 

If any other specify ................................................................................. .. 
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············································································································ 

············································································································ 
4. Gender D 

Male 
D 

Female 

5. Are there controls over cash and cheques? 

D Yes DNo D notsure 

If YES list the controls of cash and cheques practiced by the organization to ensure safe 

custody of cash and prevention of cheques forgeries ............................................ . 

············································································································ 

············································································································ 

6. Is regular inspection of accounting records done by responsible official? 

D Yes □ No D notsure 

7. Do you think the internal controls system and management of cash of Mukwano 

company ltd is sound? 

D Yes D No D not sure 

8. Is there segregation of duties between the staff who controls accounting records and 

those who receive cash? 

D Yes □ No D notsure 

9. Is there proper authorizations of transaction in Mukwano company ltd? 

□ Yes □ No D notsure 
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10. From the following statement please tick the appropriate box. 

Statement Strongly Agree Agree Not sure Disagree 

All cheques are serially numbered 

All bank cheques are signed in 

Advance 

Independent reconciliation of bank 

accounts canied out 

The person who prepares bank 

deposits also cash the deposit 

Person who prepares bank 

reconciliation statements are 

independent of persons who 

handles receipts and payments 

Bank reconciliation is frequently 

carried out 

THANK YOU. 
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APPENDIXB 

QUESTIONNAIRES FOR THE EMPLOYEES OF MUKWANO INDUSTRY 

DEAR RESPONDENT, 

This questionnaire is designed to seek information in the impact of internal control 

system on cash management .The study is purely academic and guarantees maximum 

confidentiality of the participants. Thus your participations are very important in the 

study. 

Do not write your name in this form. 

Please attempt the questions as sincerely as possible by putting a tick against the response 

you agree with, Thanks in advance 

I. Gender. 

D Male D Female 

2. Age D below 35years D 35-50years D above 50 years 

3. How long have you been an employee in Mukwano industry? 

D Below 5years D 5-!0years D above I 0years 

4. Which category of staff do you belong to? 

D Accounting D Technical D Casual 

If any other please specify ............................................................................ . 

············································································································ 
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