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ABSTRACT

The study was carried out on internal audit and reliability qffinancial accountability in local

governments in uganda looking at Amolatar District Local Government as the cave study The

objectives qf the research were to investigate the level qf internal audit, examine the level of

accountability qf public finances and establish the relationship between internal audit and

financial accountability in Amolatar District Local Government. The study adopted a cross

sectional research design to collect data from respondents and targeted 15 respondents from

accounts and finance department. 10 from internal audit. another 10 from procurement and

stores department. 6 from budgeting and planning department and 4 departmental heady also

known as key iflformants. Findings revealed that the L4 department ofADLG is still weak since

audit stqffc lack adequate competent skills and resources to conduct audit.t Findings also

showed that accountability for public finances in Amolatar District Local Government is

characterized by untimely reporting. lack qf concern ,/br value fbr money while incurring

expenditures and poor quality documentation. Pearson ‘A’ correlation results revealed ci

signjficant positive strong relationship betii’een IA and financial accountability in Amolatar

Dtvtrict Local Government. However the predictor qfaccountability in Amolatar District Local

(Joi’ernment was found to he competence qf audit stqfl’ and availability qf resources fOr

conducting audit.v. Basing on (he research fincling.s~ there is therefore need ,/br A DLG

mcmncigemnent to improve on the competence I their internal auditors and atvo to establish

accountability redluiremnents with strict penalties fOr failure to cicccnint ,fOr i~ublic./unciv so as to

attain an improved level qf/inancial accountability

XI



CHAPTER ONE

BAKGROUND AND INTRODUCTION

1.0 Introduction

This chapter presents the background of the study. statement of the research problems. purpose

of the study, main and specific objectives of the study, research questions, scope of the study

and its significance and operational terms and definition.

1.1 Background of the study

1.1.1 Historical background

Internal auditing is an independent, objective assurance and consulting activity designed to add

value and improve an organizations operations (Global Institute of Internal auditors. 2002.

Andrew. 1995). It covers the systematic review, appraising and reporting on adequacy of systems

of managerial. financial, operational, and budgetary controls and their reliability in practice.

Internal auditing can also be defined as an independent activity established by an organization’s

management to examine and evaluate its risks management processes and internal control system

so as to enable them make appropriate recommendations for the organization’s objective.

Internal audit plays an important role in an organization’s risk management and control

framework by providing independent and oL~iective assurance to management and the audit

committee in this respect with a view to adding value and enhancing the organization’s

operation. It also facilitates management to accomplish their objectives through a systematic and

disciplined approach to the evaluation and strengthening of the effectiveness of risk

management. control. and governance processing.

The proper mechanism that can help to safeguard public resource is financial accountability

which held those entrusted with public resources responsible in mobilizing, spending and even

financial decisions. According to Keller (2008). financial accountability is seen in four aspects:

transparency. Accounting records and reporting. budgeting framework and auditing. Auditing is

very important and plays vital role in strengthening financial accountability in the public

sector.Zinyama (2013), revealed that poor appointment procedures for controller and auditor

general (CAG) in Zimbabwe. These poor procedures of appointment can one way or the other
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harm the CÁO independence and thus affect his constitutional obligation of controlling and

auditing the public revenue and expenditure. Thus. poor appointment procedures can contribute

the failure of financial accountability in public sector financial management.Odia (2014). pointed

out that supreme audit instruction (SAl) is very important in achieving public accountability in

Nigeria. however, he stresses on the strengthening of the legislature over site and institutional

capacity building. Likewise in accessing the public sector audit as an effective tool of enforcing

accountability, insufficient independence of SAl limited accounting environment and lack of

capacity inhibits institution in fulfilling audit responsibilities. Also community based

organizations and NOOs are in front line to ensure proper use of public funds, fighting against

corruption and extravagancy. Sikika (2011). unveils that public sector audit is only imperative

for the organization but also for the general public because it assures effective and efficient use

of public funds.

1.1.2 Theoretical background

The people who created the theory of agency were Steven Ross and Barry Mitnick. Ross is

responsible for the origin of Economic theory of agency and Mitnnick is responsible for the

institutional theory of Agency. though the basic concepts are underlying. the approaches are

similar. Ross introduced the study of agency in terms of problems of compensation contracting:

agency was seen in the essence as incentive problem.Mitnick introduced the now common

insight that institutions form around agency and evolve to deal with Agency. in response to

essential imperfection of agency relationships. Therefore to fully understand agency. we need

both streams to see the incentives as well as the institutional structure.

Steven R and Mitnick 1973, the theory of agency states that, “as a result of information

asymmetries and self-interest, principals lack reasons to trust their agents and will seek to resolve

these concems by putting in place mechanisms to align the interest of agents with principals and

to reduce the scope of information asymmetries and opportunistic behaviors. The scope of the

work of the IA function is to determine whether the framework of the risk management control

and governance processes as designed and represented by the management is adequate and

effective. Opportunities for reinforcing management control, best practice and the organization’s

corporate image may be identified during audits and will be communicated to the appropriate

level of management.Accountability on the other side refers to the act of holding individuals or
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organization responsible for performance measured as objectively as possible. It is a spectrum of

approaches. mechanisms and practices used by the government to ensure that their activities and

output meet the intended goals and objectives (Paul 1991 ).According to Omunuk 1999. financial

organization means an organizatio&s capacity to show evidence of good financial management

by submitting accountability of all moneys received and spent by production of documented

evidence such as books ofaccounts. financial report and results in form of tangible items.

1.1.3 Conceptual background

In this study the independent variable was financial accountability and the dependent variable

was internal audit which are important aspects of internal audit that go hand in hand

Financial accountability should be emphasized in organizations. private or public and is attained

only if all the funds spend are supported by authentic records giving a clear indication that the

flow of funds are in consistence with organizational objectives. The responsible officer should

maintain sufficient records of materials and equipments acquired and all records of accounts

must be audited (Ainable Catherine. Mann. 2002)Green (2003) refers to financial accountability

as an organizatio&s capacity to demonstrate. answer, or explain its actions pertaining to the use

of funds. He emphasized that financial accountability affects the performance and success of

organizations. In government institutions, the key consideration to accountability of the public

finances are discharge of all commitments. the achievement of value of money. and the

demonstration of high level of accountability among other variahles.ln Uganda. financial

accountability in local government institutions has continued to be poor although government

closely monitors the services auditors provide and has put much effort in conducting regular

trainings to enable auditors gain comprehensive modern audit techniques There is also

divergence of funds and unregistered expenditure is rampant (auditor general report. 2008/2009).

Government effort in training auditors and setting control standards has not so tar helped in

achieving reliable financial accountability and has compelled the government to launch anti

corruption networks and collusions such as Uganda Debt Network (UDN). in some district

Amolatar She noted that the campaign is part of the wider strategy to involve the people in

decision making processes and to empower them to demand accountability and transparency

from public officials at all levels.
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1.1.4 Contextual background.

On the issue of accounts and audit, every local authority must take arrangements for proper

administration of its financial affairs and must ensure that one of its offices has responsibility for

the administration of those affairs. This should be without prejudice to the general power of the

local authority to anything, which is calculated to facilitate it. or is conducive or incidental to the

discharge of its functions. One of the problems of government is that the power vested in it by

the people is often subject to abuse /detriment of welfare of the economy. It is therefore

necessary that there should be mechanisms such as internal controls to ensure that public

resources are guarded.ln Uganda, the LOFAR (1998) governs financial accountability in local

government institutions. This requires every local government institution to maintain books of

accounts such as vote books, cash books. ledgers. abstracts and assets register among others

which should all be carefully passed under audit. For this. section 90 of the LGA (1997)

establishes an IA department for every district. city. municipal or town council.lfs against this

background that the researcher was instigated to assess the relationship between internal audit

and financial accountability in local government institutions.

1.2 Statement of the problem

The magnitude of reported malpractices in financial accountability in local government

institutions of Uganda is on the increase. There are rampant illegal payments worth millions of

shillings in most local government institutions. This anomaly in the accountability of public

finances continues in ADLO and has resulted in unreliable financial accountability presented by

untimely financial report (Management report. 2010/2011). linancial reports are not always

presented for examination in time since those responsible for preparing and presenting them

exhibits less consciousness about reporting time. said Rwahamwa Benon (Chief Administration

Officer ADLG~. This has resulted in service losses of public funds and poor delivery of services

to the natives. This problem could have probably been caused by poor corporate governance

involving ineffective leadership styles which excludes the people from decision making, high

audit costs, poor planning and absence of effective internal controls. If this situation continues,

ADLG shall fail to have proper strategic goal setting despite the existence of the IA function

which is supposed to ensure that every local council, in the district keeps proper books of

accounts and other records in relation thereto. balances its accounts for that year. produces
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statements of financial accounts ~~ithin the stipulated period and report on the system and

operations of the administration whether free from fraud and other malpracticcs. The continued

trend of financial malpractices and unreliability of financial reports in ADLG for over the last

three financial years although management have endeavored to provide on the job trainings to IA

staff and conduct periodic revieu is an indication that internal auditors are not only ineffecti~e

but also not innovathe.

1.3 Purpose of the study

The purpose of the study ‘~as to establish the relationship bet~~een internal audit and financial

accountability in Amolatar district local go~ernment.

1.4 Objectives of the study

i. To in’ estigate Lhe level of internal of internal audit in ,~molatar district local go’ emment.

ii. To examine the le’.el of financial accountability in Amolatar district local government.

iii. To establish the relationship bet~~een the internal audit and financial accountability in

Amolatar district Local go~ernment.

1.5 Research Questions.

i. What is the level 01’ internal audit in .~molatar dkirict Local go’ ernmenC?

ii. What is the le~el of financial accountability in \molatar district l.ocal go~ernment?

iii. what is the relationship bet~~ecn internal audit and financial accountability in Amolatar

district Local go~ernment?

1.6 Scope of the study

1.6.1 Conceptual scope

The scope of this study “as focused on establishing the relationship bet~~een internal audit and

financial accountability in ADLO. It emphasized on assessing internal audit procedures.

effecti~eness of internal audit controls and ho’~ it enabled AI)LG to provide reliable financial

accountability.

1.6.2 Geographical scope
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The study v~ as conducted in ADLG v~ hich is a higher local gox ernment located in northern

Lganda about 23OKMs a~ a~ Iioni Kampala.

1.6.3 Time scope

The stucR \\ as conducted in a period ok three (3) months ~ hich enabled me travel to ADLG to

collect data krom achie\ es. text hook. and ne’.~ spapers and krom respondents. It covered relevant

audit. accounts and Onance in lbrmation ranging het\\een 2010 up to date ~ ith the o~ erall aim ol

establishing the relationship bet\\een internal audit and Onancial accountabi lit~ in ADLG.

1.7 Sigriificatice of the studs’

i. The stud\ \\ as to pros ide polic\ makers such as ~ ‘RA. ICPA \~ ith an insight into the

status ok IA in t ‘ganda especial l\ in I ~G institutions and provide them ~ ith bases for

lhrmulating policies and pro~ ding t~icilities fbr improvements to match the

recommended standards.

ii. ‘l’he stud\ \\ as intended to enable manacement of A Dl G. stakeholders and the public at

large to acq u ire more kno’~ ledge regarding internal and it processes in relations to

Pnancial accountehilit\ in Co\ erument institution.

iii. Ilie stud\ \\ as to help l~it nrc rcsc~nchcr~ and academicians to get an insight pertaining to

internal and it processes and its rele\ anee in accounting lbr gus ernment ITnances.

iv. The stud\ \\ as to enable me meet one of the requirements hr attaining a I3achelor of

Business Administration degree of Kampala International ~ ‘n is ersit\

1 .8 Con ceptu a I framework

‘I’he conceptual li’amess ork helo\\ ~ho~s s internal audit as an independent s ariable x\ ith indicators

like risk management. effl~ctis eness of internal audit function and budgeting leading to financial

accountahi lit\ in local gos ernments in ‘ganda as the dependent s ariable indicated by value

added cost effectis e audits and expansion.
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Dependent variable In(Iepelldent variable

Internal audit Financial accou ntabilitv

i. Risk management i. Value added cost effective
ii. E tiCcti veness ot nternal audit audits

function i. Expansion and growth of the
iii. budgets clil]erent units

Management of risk being attained is appropriately desirable for ffnancial accountabil it’~ in

ADLG. thus fbcusing on performing value added cost effCctive audits.

Effectiveness of internal audit li~nction makes it an added advantage for performance

main te ii alec.

Budgeting involves a plan of how capital \s ill he used which eases internal audits as expenditures

are planned for and spent accordingly.

1.9 Operational (let in ition of terms

Internal audit

[h is is an independent, objective assurance and consu ti ic activit\ designed to acId value and

improve on organizations operations.

Financial accon n ta hil itv

This is an organizations capacity to demonstrate. answer. or explain its actions pertaining the use

of funds

Local government

This is a set of divisions with elected members to carrvon responsibility for guidance and overall

vision of government in a country.

Value added cost effective and its

This is the extra value attained horn aud its.
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Budgeting

This is the process of creating a plan to spend your money.

Risk management

This is the process of identifying, assessing and controlling threats to an organizations capital

and earnings.

Effectiveness of internal audit function

These are audits that have a positive impact on the control environment of an organization.

Expansion

This is the progressive development and enlargement of an organization.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter gives what other scholars and researchers have written on the relationship between

internal audit and financial accountability in government institutions. It gives a review of

existing literature on the impact of internal audit and reliability of financial accountability in

government institutions while emphasizing on both the theoretical and practical aspects of the

subject.

2.2 Internal Audit

Internal audit is an independent, objective assurance and consulting activity designed to add

value and improve an organization operations (Global Institute of internal auditors,

2002,Andrew. l995).describes it as service to an organization that provides management with

reassurance that its internal control systems are adequate for the needs of the business and are

operating satisfactorily. IA involves activities related to financial audit and internal controls. risk

management. operational and system audit, special projects and other works. It helps an

organization accomplish its objectives by bringing a systematic disciplined approach to evaluate

and improve the effectiveness of risk management. control. and governance processes way. It

assists management by reviewing, assessing and helping to improve the internal control system.

2.2.1 Internal control

The individual components of an internal control system are known as internal controls. Internal

control is the whole system of controls. financial and otherwise established by management to

help carry on businesses of the enterprise in an orderly and efficient manner. ensure adherence to

management policies, safe guard the assets and secure as far as possible the completeness and

accuracy of the records. Controls are any action taken by management to increase the likelihood

that established goals and objectives are achieved. Adequate control is present when

management has planned and organized operations in a manner that provides assurance that

goals and objectives are achieved effectively and efficiently (Trenerry, 2009).
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i. The business is carried out in an orderly and efficient manner.

ii. All business transactions take place according to set procedures.

iii. The assets are safe guarded properly. the acquisitions. usage and disposal of assets must be

duly authorized and in accordance with company~s objectives.

iv. Records are complete and accurate. These should be maintained in such a way that the

possibilities of errors and fraud are minimized.

v. The records provide adequate and reliable information for the preparation of financial

statements.

The internal control system consists of five components including the control environment risk

assessment control activities, information and communication, and monitoring. The control

environment is the attitudes. abilities. awareness. and actions of the board and management

regarding the significance of control within the organization. also called the ~one at the top”. It

provides the discipline and structure for the over role system of internal controls (USA policy

guidelines; internal Audit office. Dunn .2002).Risk assessment is the identification and analysis

of relevant risks associated with the achievement of objectives. When assessing risk, both

internal and external factors must be considered. External risk factors are outside the

organization. usually beyond management control. Examples include economic changes.

technological development and natural catastrophes. Internal risk factors are within the

organization and fully within the scope of management control. Examples include new

personnel, low morale. and new or upgraded information systems. Risk assessment takes in to

consideration what can go wrong and the likelihood of occurrence (Dun, sinah. I 970).Control

activities are the policies and procedures. which help ensure the management directives are

accomplished. Control activities can be categorized by authorization, segregation of duties.

record keeping. safeguarding and reconciliations (Dun. sinah. 1970). Information and

communication systems provide management with reports detailing facts about operational.

financial, and compliance matters. Information must be relevant and communicated to the right

personnel and timely for it to be useful. Information must flow in all directions within the

organization. The information and communication system helps to ensure that employees are

aware of what is expected of them in accomplishing the organization’s goals and objectives

(USA policy guidelines; internal Audit Office, Dunn , 2002).The systems and techniques for

implementing internal controls are aimed at improvising the accountability for action. the

10



accuracy and reliability of records, the safeguarding of assets and the overall efficiency of

operations. A key role in achieving these goals is played today by company’s audit committee

and department reporting regularly to the chief executive (USA policy guidelines. Internal Audit

Office. Dunn. 2002).

2.2.3 The role of Internal Audit in managing Government Finances

Internal audit work with accounting officers and other managers to help improve internal

controls within the government organization’s and so reduce the risk the government

organization faces in achieving its objectives to an acceptable level. Internal auditors undertake

review of individual systems and processes and as a result recommendations are made to the

relevant accounting officer on how internal controls could be improved.The scope of IA should

be to cover the systematic review, appraisal and reporting of the adequacy of managerial.

financial, operating, and budgetary control and their reliability in practice including:

i. The relevance of established policies, plans and procedures and the extent of compliance

to them.

ii. The appropriateness oforganizational. personnel and supervision arrangements.

iii. The extent to which assets are accounted for and safeguarded from losses of all kinds.

arising from waste. extravagance. inefficient administration, fraud or other causes.

iv. The appropriateness, reliability and integrity of financial and other management

information and the means used to identi&, classify. report and act upon that information.

v. The integrity of computer systems including systems under development.

vi. The follow up actions taken to remedy previously identified weaknesses. Nowadays.

there is a growing need for government departments to have internal auditors. These

auditors are expected to conduct performance audits in order to maintain effective.

efficient quality and innovative productive local government institutions (LGA. 1997).

2.2.4 Internal Audit in Local Government Institution

In Uganda, local government IA departments are charged with the responsibility of reviewing.

appraising and reporting on:

i. The effectiveness and adequacy of internal controls.

ii. The reliabilities of financial and other management information.
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iii. The effectiveness of the accounting procedures.

iv. The extent to which the council’s assets are safeguarded from losses arising from waste.

extravagance and mal-administration. poor value for money and other causes.

v. The optimal use of council resources

vi. Compliance with the LGA (1997) and the LOFA R (1998)

These guidelines are the basis upon which audit reports in Uganda are to be made. In most states

of USA, the internal audit report is made up of at least:

i. Total expenditures for each federal assistance program as identified in the catalogue of

federal domestic assistance. Federal programs or grants that have not been assigned a

catalogue number are identified under the caption. other federal assistance.

ii. Identification of the organizations significant internal accounting controls and assurance

of management with laws and regulations .Also identification evaluated, and unevaluated

controls as well as the material weaknesses identified as a result of the evaluation.

iii. A statement of positive assurance with respect to those items tested for compliance

including compliance with laws and regulation pertaining to financial reports and claims

ofadvances and reimbursements.

iv. All fraud. abuse or illegal acts. including all questioned costs found as a result of these

acts. that auditors become aware of. should normally be carried out in separate written

report submitted.

v. In addition to the audit report. the recipient shall provide comments on the findings and

recommendations of corrective plan of action taken and comments on the status. If a

correction is not necessary. a statement describing the reason it is not accompany the

audit report.

To ensure transparency. the reports are made available for inspection within 30 days after the

completion of audit work.

2.2.5 Factors that interfere with internal Audit in Government

Dittenhofer (2001) asserted that there are significant operational difficulties in auditing

government departments. These difficulties include:
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i. Much emphasis is put on reliability, accountability and legality rather than maximum

effectiveness and flexibility.

ii. Performance measures of efficiency, effectiveness and conformance to budgets which are

subjective and difficult to measure.

iii. Interference of the internal audit by the government officials for the purposes of personal

benefits.

iv. All government works are open to the public, interest groups and media making auditors

respond to conflicting priorities and values.

These problems affect auditing of government institutions since they deprive auditing of

their independence.

2.2.6 Independence of internal Audit

Internal audit should be an independent function within any public sector organization (Glynn.

& Murphy . 1996). Independence is one of the central claims upon which the legitimacy of

auditing profession is predicted. The independence of an auditor is important to maintain

credibility and legitimacy (Gendron. Cooper &Townley. 2000. Morin - 2004). Independence of

auditors enables them to criticize the administration and executive when necessary. it is the

citizen’s best defense against the misuse of moncy (Gendron. Coopcr &Town Icy. 2000. Nlorin.

2004).

Audit staff must be free from personal impairment relating to financial interests, biases or

prejudices. previous positions ofauthority or previous operations now being audited.

They should also be free from organizational impairments such as external influence or

limitations of audit scope, interference on audit procedures. time. restrictions of available

resources and authority to override audit judgment. Independence is the essence of auditing.

Internal and external auditors must be independent of both the personnel and operational

activities of the organization. An auditor is not independent if he/she cannot exercise objective

and partial judgment. Also an auditor’s independence and employment is impaired if he has

financial relationship with his audit client. However, their study laid emphasis on the external

audit function whose only relationship is contractual while on the contrary the internal audit

function has both financial and employment relationship within the organization. There is need
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for an independent auditing function for an organi7ation. This is because auditors are employees

of the organization and are go~erned according to the rules and procedures of the organization.

For example in Uganda. internal auditors ~~ho ~~ork ~~ith local go~ernment institutions are

recruited by the district sen ice commission that are appointees of the district council (The

republic of Uganda. 2000).

2.2.7 Competence of Audit Staff

Competent audit staff are those that collecti~ely possess the kno~s ledge and skills necessary for

the performance of audit operations. The staff should have a complete kno~~ ledge of government

operations. accounting procedures. Where specialiied skills are not present. such skills should be

obtained though out sourcing. The audit staff should be required to participate in continuous

education acti~ ities. The staff should also be computer literate (Dittenhofer. 2001).

2.2.8 Internal Audit Methodology

This extends from traditional examination of statements of accounts and ‘souchers to ness audit

technology and e’saluation methods. The methodology includes sampling audit feasibility study.

economic e’saluation of in’.estment projects and computer assisted audit. 1 o maximize audit

co~~erage ‘s’sith limited internal audit resources. a stop and go audit approach should be used

(SL ~RA. 2000). 1 his approach focuses on continuous risk assessment phase. testing phase and the

phases (or communicating results (St R.~. 2000i. l3y continuously e’suluating risk, it is easy to

determine at any phase of the audit “shether any “sork is needed to conclude on the control

environment. I hus the use of the “stop and g&’ approach helps in focusing on performing value

added costs effecti’s e audits.

2.3 Accountability

Accountability is the key notion in public administration and a ‘sery positi’se democratic value

providing countervailing po’s’s er of go’ ernments (Gendron. Cooper. & Fm’s nley. 2001). In its

broad sense. it is a process through ‘s’shich a person or group of people can be held to account for

their conduct. Literature depicts accountability as a statutory obligation, a legitimate

requirement. an emergent obligation, central to the functions of financial reporting. embodying

the relationship bet’s’s een principal and agent. at the core of accountable management and the key
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to responsible governance (Degeling. Anderson. &Guthrie. 1996). There is financial

accountability, managerial accountability, and professional accountability (Gray & Jenkins

1993). Financial accountability is the major emphasis of this study and is related to economic

and legal rationalities. emphasi7es the agent’s accountability for probity. the adequacy of internal

controls and for economy and refers to the ability to account for allocation. use. and control of

public monies and assets and properties from the start of a given period to the end. This should

be in accordance ~sith legally mandated and or professionally acceptable rules. principles and

practice of each phase of the monitoring process through the final audit (Glynn . and Murphy

1996).Proper management of public funds requires financial controls and an independent audit.

Sekamura (1970) controls that financial controls consists of the ~~hole system of controls.

financial and othen~ ise established by the management to secure as far as possible. the property

of transactions and the accuracy and reliability of a department’s records and the security of its

assets. This definition presupposes that LA is purely in house. as no mention is made about value

for money audits as a form of financial control.

The impact of auditor general controls and identified the importance of financial controls. but its

restricted to post audit financial controls and does not co~er the impacts ofpre-payment financial

controls by the IA function e~aluation and ad~ isory sen ices to the institution. Financial controls

are intended to control financial operations of the organiiation to allo~~ achie~ements to be

compared ~ith the orguniiutions desiied oL~jecti~cs and to enable ne~~ goals and objecti~es to be

formulated. [he management Ilinction of control consist of the measurement. reporting and

subsequent correction of performance in an attempt to ensure that the objectises and plans are

achieved, lie further contents that effecti~e control requires that correcti~e action be taken so

that actual outcome conforms to planned activities. Whene~ er there seem to be deviations, the

internal financial controls should identify the problems and the reporting function of IA should

be used to correct it.

2.3.2 Value of money

the key acti~ ities ~~here ~alue of money gains may be achie~ed are soureing. tendering, order

and acknou ledgement. receipt documentation and internal delivery or installation. In’ oice

receipt matching and bill payment. ‘I he benefits for ‘salue for money are reali7ed through a

reduction in operating costs through the ability to reduce staff time (internal or external) on that
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particular work. The initiatives that may generate benefits include consolidation of delivery.

Invoice and payments. improved information systems reduction in mistakes and mismatches.

reliability and speed improvements, and challenging initial requirements in terms of volume. and

quality (Morin ,2004).

2.33 Timely reporting and quality documentation

All accountabilities should culminate into a report; the report should be available to the public

and on a timely basis (Dittenhofer. 2001) as to report content, the standard states that the report

should show both items for expenditure with tangible evidence to ascertain expenditure. The

effective financial reporting depends the supply of information.

2.3.4 The legal framework pertaining to audit and accountability

For a proper and effective use of public finances especially in the context of expansion of

activities of the state into social and economic sectors, there should be a supreme audit institution

(SAl) whose independence is guaranteed by law. In Uganda the legal framework of internal

auditors. These includes the constitution of the republic of Uganda (I995). LGA (1997. BA

(2000). PFA (1964) the LOFAR (1998). and the IA function should operate. In Uganda. the LGA

(1997) legalizes the existence of the IA department in all local government institution and

section 9. (I) of the act stresses that every district. city. municipal or town council shall provide

for an independent IA department. The law identifies the element independence but cannot

explain its attributes in absolute terms. The LGFAR (1998) section 176 (2) also authorizes the

function of IA. The LOFAR (1998) section 176 (2) stipulates that all internal audits should be

carried out in accordance with the requirements of the act and the IA manual (2000) shall by law

be considered as a requirement for statutory audits. However, the law remains silent on the

independent functioning of IA in Uganda’s local authorities. The IA is mandated to check on the

effectiveness of financial controls and any doubtful expenditure that may lead the council to

loosing financial through frond. forgery and theft (LGA (l997) section 91. & LOFAR (1998)

section 170-I 76).Other institution like the office of the auditor general, and that of the inspector

general of government, the public account committee. DPAC as well as the police and other

authorized party. may carry out post audits. However it further appears that post audits may lack

the preventive element as evident in the IA function.
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2.3.5 The scope of accountability in government

Methods of ensuring accountability naturally differ between micro and macro levels. However,

government accountability was intended to ensure close relationships between stated goals.

actions. and services rendered to the public as well as efficient and effective use of public

resources. The inconsistency of accountability in government implies that management in

government headed offices should be held accountable by the people to guarantee honest

accountability of official activities. Uganda government has already established and strengthens

the critical agencies for accountabilities such as the public account committee (PAC). the auditor

general’s offices (AGO). inspector general of government (IGG) as well as the directorate of

ethics and integrity (DEl). The aim of such structures is to ensure timely and accurate

accountability for funds in order to enable achievement of intended goals.

2.3.6 Financial accountability and transparency.

Accountability and transparency strengthen the legitimacy of government public official and

their policies and decision in the eye of the people. It contributes to giving individual and groups

the sense that they as citizen are truly in charge of their government. Financial accountability

reinforces the trust and confident of both the taxpayer and external aid donors. thereby creating a

climate for better revenue collection and their overall resources for development processes.

Achieving accountability in government organization need a fit between the process information

system design. technology, personal motivation of stakeholders. management strategies and

values, organizational structures. politics. culture. and corruption free organization.

2.3.7 Internal audit and financial accountability

Auditing is a crucial component of most modernist conceptions of financial accountability since

it legitimates the information on which reliable financial accountability rests ( Morin . 2004).

Audit is something superimpose on accountability relationships normally as a result of the

concern of the accountee that the accountant may have personal interest in the acceptability of

the statement of accounts, even to the extent of being prepared to be creative in the preparation

of these statement (Glynn , & Murphy, 1996). It is important to note that the audit process is not

about the rendering of accounts but rather about ensuring the reliability of statement of accounts;

and it is not about the evaluation of performance of account, but about ensuring that the
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accountant reports on such performance appropriately and in accordance with agreed criteria

(Glynn & Murphy , l996).Broadly speaking there are three general types of audits: probity

audits. value for money audits and compliance audits within which other types of audits such as

private audits, statutory audits. external and internal audits exists. Internal audit which is the

independent variable for this study has several approaches. including departmental and unit

audits, financial accountability and performance audit. field audit. joint audits and entrusted

audits. Financial accountability audits are done according to government policies, laws and

regulations. Here, IA departments conduct supervision and verification of fulfillment of financial

accountability of outgoing staff, audit responsibility for operations. and audit of economic

contracts. There is scanty information as regards the relationship between IA and the control of

public finance. In his report, it’s a good practice for organizations to establish IA fhnction to

undertake monitoring of key controls and procedures. regular monitoring forms the integral part

of an organizatio&s system of internal control and helps to ensure its effectiveness. However

since management are ultimately responsible for establishing the system of internal controls. it

is difficult for them to decide what type of IA service they require and the personnel to deliver.

hence they have not given adequate attention to the IA function.
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CHAPTER THREE

METHODOLOGY

3.0 Introduction

This chapter presents the methods and procedures that the researcher used to collect and analyze

data. It includes the research design. survey population, area of the study. sampling size.

sampling procedure, source ofdata analysis techniques.

3.1 Research design

The study adopted a cross sectional research design with the overall aim of coming up with a

well analyzed and interpreted data. It involved the use of both quantitative and qualitative

techniques characterizing and collecting data. Major descriptions of data were being made

depending on the opinions and attributes of the respondents

3.2 Area of the study

The study focused on internal audit and reliability of financial accountability in Amolatar district

local government in northern Uganda and the administration ornces found in Amolatar Town

Council.

3.3 The survey population

The study constituted of 60 ADLO employees involving departmental heads. members of

accounts and financial department. internal audit department. procurement and stores

department. budgeting and planning section and other executives who are either directly or

indirectly connected with handling and use of public resources.

3.4 Sampling design

The researcher used random sampling, stratified sampling and purposive sampling to assess the

impact of internal audit and reliability of financial accountability in Amolatar district local

government The sample included 15 staff from accounts and finance department, 10 from
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internal audit department. another 10 from procurement and stores. 6 from budgeting and

planning department and 4 departmental heads as shown in the table below.

Table 3.1: Samples (lone OH various departments

Strata Numbers

~ Accounts and Onance department stall 15

Internal audit department stall 10

Procurement and stores department 1 0

Buclgeting and planning stall 6

Head of departments 4

lotal 45

Source: Primary data. 20 I 7

3.5 Sample size

The stud\ considered a sam pie o [45 respondents o 1’ ~ Ii ich I 5 ~ crc A 1)1 G stall o accounts and

P nance department. I 0 P’om internal aucl it department. another I 0 li’om procurement and stores

dcparLment. 6 Ibm budgeting and planning department. and 4 I~e\ in lbrmants. h~ choice ol’ this

sample size was based on Roscoe’s rule on sampling (I 975)

3.6 Son rce~ of I)ata

The study made use of both prima’y and secondary sources of’ data to assess the impact ol

internal audit on rd iabi I tv of P nanc ial accountability in Amolatar District Local Go\ernment.

3.6.1 Pri ma rv Son ree

Primary data was the original data col lectecl by the reseacher Ibm the field of the study. The

major source of primary data was the respondents in the various departments ol /\DLG.

Questionnaires were used to collect these data.
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3.6.2 Secondary source

Secondary data was collected from written literature on internal audit and accountability in

government institutions and also from audit reports. journals. textbooks. newspapers. financial

statements. internet and other unpublished thesis from libraries. Secondary data helped the

researcher to make comprehensive analysis of what different researchers have written about the

variables in question that the internal audit and financial accountability. It also supplemented the

primary data used during study.

3.7 Data collection methods.

These were the tools that the researcher used to gather reliable study information. Mainly she

used questionnaires and interviews to help collect the data .The researcher chose questionnaire

method of data collection since the target respondents were literate and they could read and

respond to the questionnaires with ease.

3.7.1 Questionnaire method

The study used questionnaires as the basic tool for data collection from the respondents. The

questionnaires included both open and closed ended questions. Open ended questions were used

to enable the respondents give their opinion about the variables. The questions were relatively

short and simple to enable the respondents answer in the shortest time possible.

3.8 Data collection procedure

The researcher obtained an introductory letter from the college research office to enable collect

data and then contact ADLCI administrative authorities seeking permission to allow her access

the district information sources. After being granted permission. the researcher then made

contact with the respondents to administer questionnaires and follow up the questionnaires and

later collect those fully answered.

3.9 Data analysis and presentation

The researcher arranged data into respective groups and tables using frequencies and

percentages. The data was presented using tables since they were easy to interpret and thus made

interpretation of findings easy. This helped the researcher to avoid misinterpretation of findings.
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3.10 Data analysis

The data collected was processed into meaningful form using statistical package for social

scientists (SPSS) computer software. This software was used to ease data analysis process and

involve the researcher going through the questionnaires to ensure that all of them have been

answered correctly. Data analysis was done using Pearson’s correlation coefficient.

3.11 Limitations encountered

While conducting the study. the researcher encountered various limitations as analyzed

including;

i. Financial constraint. This was the greatest challenge and caused delay in the project process

since the researcher did not have enough funds to finance the proposal design. typesetting.

and printing and to carter for her travels between the project case study and the university.

The researcher overcame this by limiting the expenditures to items that are materials for the

study purpose and by borrowing funds from friends and family.

ii. Limited time. The duration of time the researcher had to pursue the project was not

sufficient enough since the period between August and October was consumed by university

examinations. The researcher solved this by doing preliminary pages and distributing

questionnaires concurrently as early as it is approved.

iii. Delayed responses. Some respondents especially the district top officials did not respond to

the questions on time as anticipated by the researcher since they claimed to be very busy.

This was addressed by following up the distributed questionnaires to ensure that they were

answered correctly and cross checked those answered for possible errors.

iv. Non response. Other respondents were not willing to give answers to the questionnaires

distributed to them on political grounds that they could be under investigation. The

researcher solved this by clearly identifying herself using the university identity card and

introductory letter. The researcher also assured them that any information given to her was

strictly for academic use.
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CHAPTER FOUR

PRESENTATION, INTERPRETATION AND DISCUSSION OF THE FINDINGS

4.0 Introduction

This chapter involves presentation and interpretation of the findings based on the objectives of

the study.

4.2 Demographic characteristics of respondents

Findings on the demographic characteristics of respondents were captured and results are shown

below.

Figure 4.1: showing sex of the respondents in ADLG

Female
38%

Male
62%

Source: Primary data, 2017

From the figure 4.1, 62% of the respondents were male and 38% were female. This implies that

there was no gender biasness in sex of the respondents involved in the study.
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Figure 4.2: Age of the respondents in ADLG

20-30 Years

31-4Ovears

41-50 Years

OverSO
31.2

Source: Primary data, 2017

From the figure 4.2. 12.5% of the respondents were between 20-30 years of age. 37.5% were

between 3140 years of age. 31.5% were between 41-50 years and 18.5% were above 50 years of

age. This indicates that the respondents were mature enough to answer questions in the

questionnaire.

Figure 4.3: Highest level of qualification attained in ADLG

.6.

:3 certIficate Holders

Diploma Holders

Degree Holders

• • . post Graduate
• ProfessIonal Qualification

Source: Primary Data, 2017
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From the figure 4.3, 9.7% of the respondents were certificate holders, 50% were diploma

holders. 25% were degree holders, 9.3% had post graduate qualification holders and 6.0% had

educational levels and may not have the skills to do their work efficiently.

Figure 4.4 Length of service in ADLG

Sales

less than a year

1-5 years

6-10 years

over 10 years

Source: Primary Data, 2017

From the figure 4.4. 6.2% of respondents had less than a year of service in Amolatar district local

government. 15.6% had 1-5 years. 25% had 6-10 years and 53.2% have been serving the district

for over 10 years. This implies that respondents had experience with the study.

4.3 Internal audit

Internal audit findings in ADLO were critically captured and the results are analyzed below:

4.3.1 Competence of IA staff

25



Table 4.1: ADLG IA staff posses’ competent skills to work

Frequency Percent Valid Percent Cumulative Percent

Valid strongly Agree 9 12.5 12.5 12.5

Agree 6 9.4 9.4 21.9

Notsure 11 12.5 12.5 34.4

Disagree 13 34.4 34.4 68.8

Strongly 1)isagree 6 31.2 31.2 100.0

Total 45 100.0 100.0

Source: Primary I)ata, 2017

Prom the table 4. I. 2.5% of the respondents strongly agreed that the IA stall posse~s competent

skills to work. 9.4% agreed. 12.5% were not sure i [the stall do possess the skills. and 34.4%

disagreed and lastly 3 I .2% strongly disagreed. Ii is implies that the IA department does not have

enough stall with competent ski I Is to work and thus to the contrary \vith Dittenhol~r (200 I) who

asserts that IA stall should have a complete kno\\ ledge ol government operations. accounting

and auditing procedure and if such special izecl ski I Is are not present. they should be obtained

through out sourcing. He also lbrther req u i red that audit stall should he made to participate in

continuous educative activities and be pro Ocient in communication and in the behavioral aspects

of the audit process. However, the table above re\eals that this may he lacking in A DLG

Table 4.2: AI)LG IA Provides quality an(l transparent report

Frequency Percent Valid percent Cumulative
percent

Valid strongly 9 I 2.5 I 2.5 12.5
aglee 6 9.4 9.4 21.9

Agree I I 12.5 12.5 34.4

Not suie 13 34.4 34.4 68.8

Disaoree
~ 6 31.2 31.2 100.0

Strongly ci isagree I 00.0 I 00.0

Tota I

Son rce: Primary data, 2017
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From the table 4.2. 12.5% of the respondents strongly agreed that IA provides quality and

transparent report. 9.4% agreed. 12.5°/b were not sure. 34.4% disagreed and 3 1 .2% strongly

disagreed. This implies that responsible othcers Clo not provide quality and transparent report.

According to Bird (1997). quality and transparent report should always show both items for

expenditure with tangible evidence and as certain expenditure of fund

Table 4.3: AI)LG IA staff exhibits high degree of professionalism

Frequency Percent Val id percent Cumulative
percent

Valid strongly 9 9.4 9.4 9.4
agree 13 9.4 9.4 18.8

Agree -

6 12.a 12.a ~l.2
\ot sure 17 68.8 68.8 100.0

Dis~ioree~ 45 100.0 100.0

Total

Source: Primary (lata, 2017

From the table 4,3. 9.4% of the respondents strongl\ agreed that the I i-\ staff exhibits a high

degree of pro fussional sm. another 9.4% agreed. I 2.5% were not sure and 6$ .8% disagreed. [h is

imp! ies that although I /\ staff nia\ he having the ski I Is required br their jobs hut thc\ do not

carry out their duties pro lbssional lv. Thus. it contrac! iets \vith the International Federat on of’

Accounting (I FAC) (‘ode of Ethics br Pro fessional Accounting and the ethical pronouncements

of the author’s profussional body i.e. /\CCA5 rule of professional conduct which requires that a

professional auditor should he able to comply with applicable ethical principles and should he

able to plan and perform the aLidit with an attitude professional skepticism that recognizes that

financial statements being audited may be misstated. For example. the and itor should not simpl\

accept an explanation about a matter given by management. The auditor should seek further

evidence about the matter that eon firms of contradicting management explanation.
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4.3.2 Independence of ADLG IA department

Table 4.4: AI)LG IA staff work under internal and external pressure

1requencv Percent \‘aI id percent Cumulative
percent

Valid strongly I I 31.2 3 .2 31.2
agree 6 21.9 2.9 53.1

/-\ eree
9 28.1 28.1 81.2

Notsure 19 18.8 18.8 100.0

Disauree
~ 32 100.0 100.0

Tota I

Source: Primary data, 2017

From the table 4.4. 3 I .2% of the respondents strongly agreed that A DL (3 IA stalT \\ ork under

internal and external pressure. 2 I .9% agreed. 28. I % ~~ere not sure. I 8.8% ci isagreed. Tb is

implies that A DLG IA stall’ work under internal and external pressures. Thus. the linding agree

\\ith Dittenho(3r (200 I ) ~ ho asserts that auditing in govern ment institutions is aI\\ a\ s afi~cted

by interi~rence by government o i’ficials br purposes ol personal heneilts Auditors are ho\\ ever

required to be Cee ii’oni organizational impairments such as external nil uence or limitations 01’

audit scope. iuter(3rence ob audit procedures. time. restrict ion of a~ al lable resources and

authority to overridc aucl it uclgment and Chun (I 997) ~ ho argues that since i nclepencience is thc

essence ob auditing, internal and external audi itors must be independent ol’ both tue person nd and

operational activities ob the organization. They shou ci not conduct audits under internal and

external pressure.
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Table 4.5: Top management comprises of members of IA department

Frequency Percent Valid percent Cumulative
percent

Valid strongly agree 13 6.2 6.2 6.2

Agree 9 12.5 12.5 18.8

Not sure 6 3.1 3.! 21.9

Disagree I 1 37.5 37.5 59.4

Strongly disagree 6 40.6 40.6 100.0

Total 45 100.0 100.0

Son rce: Primary data, 2017

From the table 4.5. 6.2% of the respondents strongl\ agreed that top management comprises

members of’ IA department. 12.5% agreed. 3.2% were not sure. 37.5% disagreed and 40.6%

strongly disagreed. This implies that the top management team of’ A DLG do comprise of’ the

members ol’ IA department. Therefore G Inn and Murphy (I 996) H nding argued that IA should

be an independent Rinction within any public sector organization. It also agrees ~ ith S ikka and

Wi Ilmoth (1995) whose argument was that independence is one of the central claims upon which

the legitimacy of’ auditing pro fession is predicted. Independence of’ audit ~ta H’ is to maintain

cred ihi I it\. legiti macv and enable them to criticize the administration and executive when

necessary and it is the citizen’s best clefonse against the ii isuse of funds (Gendron. Cooper. and

Townlv. 2000).

4.3.3 Audit methodology
Table 4.6: IA staff always make au(lit plans to enable them (10 their work

Frequency Percent Valid percent Cumulative
percent

Valid strongly agree 19 59.4 59.4 59.4

Agree 6 21.9 21.9 $1.2

Notsure 9 3.1 3.1 $4.4

Disagree 1 1 15.6 I 5.6 100.0

Total 45 I 00.0 I 00.()

Son rce: P ri ma rv data. 2017
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From the table 4.6. 5~.4 % of the respondents strongly agreed that IA staff of ADLG always

make audit plans to enable them (10 their work. 2 1.9% agreed. 3.1% ~~ere not sure and 15.6%

disagreed. This gives an implication that ADLG IA stall always make audit plans to enable them

conduct audits. Findings thus agree with SURA (2000) who recommends adopting a stop and

go audit approach which includes audit preliminary risk assessment phase. audit planning

phase. testing phase and the phase fur corn mun eating results. lie further argues that audit

planning helps to maximize audit coverage with I imitecl resources.

Table 4.7: ADLG IA staff takes all required means to control audit risks

Frequency Percent Valid percent Cumulative
percent

Valid strongly agree 9 6.2 6.2 6.2

/-\gree II 15.6 15.6 21.9

~otsure 6 31.2 31.2 53.!

Disagree 6 8.8 8.8 71.9

Strongly disagree 13 28. I 28.! 100.0

Iota! 45 I 00.0 I 00.0

Source: Primary (lata. 2017

From the table 4.7. 6.2% of the respondents strongl\ agreed diat Al) Ff1 I A stall takes all

required means to control audit risks. I 5.6% agreed. 3! .2% were not sure. I 8.8% disagreed and

28, 1% strongI~ disagreed. This implies that A 1)1 .G IA staff does not take all the required means

to control audit risks. Finding thus contradicts ~ ith SLRA(2000) who asserts that audit

methodology should adopt a stop and go approach that focuses on continues risk assessment

and control throughout all audit phases ~ hieh are:- prel iminar\ risk assessment phase. planning

phase. testing phase and the test for communicating results. As per him. continuously evaluating

and controlling audit risk makes it easy to determine whether an~ phase of the audit work is

needed to conclude on the control environment. Control of audit risk also helps in focusing on

performing value added costs effoetive atid its.
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4.3.4 Intervals of audits

Table 4.8: Auditing in AI)LG is in most cases (lone at the end of the year

Frequency Percent \‘al id percent Cumulative

percent

Valid strongly 9 12.5 12.5 12.5

agree 6 6.2 6.2 1 8.8

Agree 19 59.4 59.4 78.1

Disagree
~ II 21.9 21.9 100.0

Strongly disagree 45 I 00.0 100.0

Total

Source: Primary data, 2017

From the table 4.8. I 2.5% o I~ the respondents strongly agreed that auditing in A DL C is in most

cases clone at the end ol~ the ~ ear. 6.2% agreed. 59.4% d isagreecl and 2 I .9% strongly disagreed.

Tb is implies that auclitine in /\ 1)1.( is not done on req uests . According to Je local government

I A manual and b~ the structLlre 0 Lganda Government. internal aucl itors are supposed to

produce quarterl\ reports \\ about requests ~ ~ reports are on requested Cr in a

situation where there is a perceived problem.

Table 4.9: AI)LG Internal Auditors are interested in audits

Frequenc\ Percent Valid percent Cumulative

percent

Valid strong 25 78.1 78.1 78.1
A eree

Il 18.8 18.8 96.9
Agree 3.1 100.0

Disaoree, 45 100.0 I 00.0

Total

Son rce: Pri ma rv data. 2017
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From the table 4.9. 78. 1% of the respondents strongly agreed that internal auditors of ADLG are

interested in audits, I 8.8% agreed and 3. 1% disagreed. This implies that the auditors of ADLG

are interested in audits. This is in line \\lth the conStitLition of the republic of Uganda public

service requirement that those employed in public offlces are suppose to have interest in doing

their work provided there is enough materials to carry out the exercise. receiving and responding

to government appointment. The internal audit and assurance standard board ( IAASB) also

require that auditors should conduct audit with interest so as to develop reliable opinions.

4.4.1 Value for money

Table 4.10: A1)LG regularly conduct value for money audits

Frequency Percent Val id percent Cumulative percent

Valid strongl~ Agree 16 50.0 500 50.0

Aeree II 21.9 21.9 71.9

Not sure I 3. I 3. I 75.(

Disagree 7 12.5 12.5 87.5

Strongl\ disagree I 0 I 2.5 I 2.5 100.0

Total 45 I 0(1(1 100.0

Son rce: Prima rv (lata, 2017

From the table 4. I 0. 50.0% of the respondents strongly agreed that val uc for money audit at-c

regularl\ conducted in ADL U. 2 I .9% agreed. 3. I % ~ crc not sure. 12.5% disagree and another

12.5% strongly disagreed. This implies that value for money audits is regularl\ conducted in

A DLG. This is in line ~ ith the LU FAR (I 907) requirement for accountahi itr in addition that all

f5elcl activities are monitored and supervised as we! I as accounting whereas tender bids are

reviewed in concern of value for money.

Qua! itv of products on which expenditures were incurred. When this is so. there always is no

correlation between output measures and the f5nancial statements (Ryan and Walsh. 2004).
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4.4.2 Transparency

Table 4.11: Funding arrangements for activities in AI)LG is done openly

Frequency Percent Valid percent Cumulative
percent

Valid strongly 6 6.2 6.2 6.2
agree 6 6.2 6.2 12.5

Agree
9 3.2 i.l Ia.6

Not sure - -

Ii ~0.0 D0.0 6~.6
Disagree I I 34.4 34.4 100.0

Strongly disagree oo.o oo.o
Total

Source: Primar data, 2017

From the table 4. I I. 6.2% ol the respondents strongly agreed that ftrnding o[ arrangements 6or

activities in /\DL( were done openly, another 6.2% agreed. 3.2% were not sure, SO.O%

disagreed and 34.4% strongly disagreed. This implies that findings arrangement liar activities In

A Dl ~G is not clone open lv. However. Wahab (2003) assert that ftindi ng arrangement br activates

has to be clone on linked and should lbllo\\ a progression of steps. beginning ~ ith observations.

analysis and dual l\ corn man cation o I’ findings openly to all parties concerned and at the same

6 me all contracts and agreements should be signed open K and financial corn m itrnents cI isclosed

to shareholders.

4.4.5 Relationship between Internal Audit and Financial Accountability in ADLG

Finding on the relationship between internal aLidit and financial accountabi lit~ were analyzed

using Pearson correlation coef1icient and is evidenced in the table below.
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Table 4.12: Relationship between IA and financial accountability

Cot-relations Internal /-\udit Financial accountability

Internal audit Pearson Correlation I .986

S ig. (2—tai led) (300

N 32 32

Financial accountability Pearson .986
Correlation 000

Sig. (2-tailed) 32 32

N

Correlation is significant at the 0.0 I level (2-tailed).

From the table 4. 12. there is a strong positive relationship between IA and financial

accountabi I tv at Pearson correlation r o.986. Implying that internal audit afTects financial

accountability by 98.6% by other f~ictors. Iii is sho\\ s that internal audit has a sign i ficant impact

on financial accountabi I itv in A DLG. [h is implies that audit planning. controlling risks.

competence of audit stall, sampl on and krni nation of’ and it opi n ions ereat Iv influences the

accountahi I it\ process. Internal and it inn is there k~re a management [unction. Internal and hors

are supposed to advice management on effective controls. so jfk is done ~ cli. then there is likely

to he ef’fective accountability. This is in relation with Cntt (I 998) who assert that achieving

accountability in government organizations needs a fit between the process of’ in formation

5 stem design, technology, personal motivation of stakeholders. management strategies and

values, organizational strttctures. politics, culture and corruption flee Organization all of which

centered around effective controls.
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.0 Introduction

This chapter consists of four sections: summary of study findings, conclusions.

recommendations, and areas for further study. The conclusion is written in line with the purpose

of the study, which establishes the relationship between internal audit and financial

accountability in ADLG.

5.1 Summary

5.1.1 Level of internal audit in ADLG

The level of IA in ADLO was examined by considering key audit variables like competence of

audit staff and their independence, audit methodology, availability of resources and interval of

audits. From the findings it can be concluded that ADLCI IA staff may not be having the

necessary competence of theirjobs shown by the 34.4% and 31.2% of the respondents which are

more than half of the total respondents. and with 50% just diploma qualifications and below. To

be a competent auditor. one needs to be a professionally registered accountant with the Institute

of Certified Public Accountants of Uganda (ICPAU). a qualification most of the audit staff of

ADLG lack.

Results also showed that internal auditors might be working under pressure from their bosses

who are the ones who recruited them. That is. it is hard for internal auditors to be independent in

their operations since their auditors are their bosses who recruited them for the job and have the

right to terminate them at their own will.

Although results showed that internal auditors plan their activities ahead of time and also that

they do carry out substantive test when forming audit opinions, the same results also revealed

that auditors do not take all the necessary measures to control risk in the auditing process. This

implies that risks are high in most cases that auditor’s opinions are wrong.
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Although results revealed that ADLO auditors are interested in audit auditing is not done on

requests, it is still revealed that auditors lack adequate facilities to do their jobs and that they are

not well motivated. These may perhaps be one of the reasons for failure to report within the

deadlines scheduled for reporting.

5.1.3 Level of financial accountability in ADLG

These were examined by considering value for money and timely reporting. From the study

findings, it can be concluded that all staff of ADLO are not conscious of financial reporting

deadline. Although ADLO has stipulated financial reporting deadline, not all staff mind

following them. As long as they report, their report is not an issue to mind much. Thus. there is a

financial reporting challenge in ADLO.

As pertaining to the level of transparency. not all stakeholders of ADLG are satisfied with the

level of transparency exhibited by the district officials. Although there are available

accountability records. some of these records like contract are not sign openly. This could be

because in most cases. the contract themselves are not executed to the satisfaction of all

stakeholders concerned.

There are also problems with quality of documentation. Although details of policy guidelines are

always consulted before the accountability process begins, accountability is at times not done

following the budget. Cases of supplementary budgets are common hence interfering with the

work ofauditors.

Finally, although ADLG regularly conduct value for money audits. on the contrary. most

expenditure are always incurred without the concern of value for money. These imply that

ADLO staffs know the relevance of value for money but do not give it priority while incurring

their expenditures. The results therefore give justification of low accountability levels in ADLO.

5.1.3 Relationship between IA and Financial Accountability in ADLG.

Pearson correlation (r0.986) results showed that IA has a significant impact on financial

accountability in ADLG. These imply that audit planning. controlling risks, sampling,

competence of audit staff, availability of resources and formulation of opinions by auditors

greatly influences the accountability process.
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5.2 Conclusion

In conclusion therefore, the study summary highlighted the following as hindrances to efficient

work. the level of IA in ADLO which is influenced by adequate facilities, pressure from external

influence, and incompetence of IA staff. uncontrollable risks and inadequate access to fund to

conduct audits.

5.3 Recommendations

Basing on the above conclusions, the following recommendations are being made;

i. There is need for ADLO management to establish financial accountability requirements

with strict penalties for failure to account for public funds. These penalties must be

implemented.

ii. There is need to incorporate concerns of value for money right from planning to

implementation.

iii. Planning and implementation of programs should involve all siakeholders and take on

bottom-up planning approach.

iv. Training of staff on the job should be done Irequently in order to update the audit and

accounting staff with the standard required skills.

v. There is need ror management to support the IA function by implementing the

recommendations given by auditors and also by racilitating them adequately to carry out

their work effectively and reliably.

5.4 Areas for further study

From this study. the following areas have been suggested by me for further study:

i. The content of audit methodology in local government institutions.

ii. The external factors that have influence on auditing in local government

institutions.
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APPENDICES

QUESTIONAIRE

KAMPALA INTERNATIONAL UNIVERSITY

COLLEGEE OF ECONOMICS AND MANAGEMENT

Dear respondent, I am Akello Monica a third year BBA student of the above mentioned

institution currently carrying out a study entitled “Internal Audit and reliability of Financial

Accountability in Local Governments in Uganda” and Amolatar District Local Government has

been selected as the case study.

This questionnaire is designed with the view to collect valuable data that will help me undertake

this study in which you have been scientifically selected to participate. so please spare sometime

to answer the questions therein.

The accuracy of the final report will greatly depend on the honesty of your particular responses

and any information given by you is purely for academic purposes and shall be treated with

utmost confidentiality.

Section A. GENERAL INFORMATION

I. Job title

2. Sex

; Male Female
~ I

3. Age Bracket

4. Highest level of Qualification or Education level attained.

D



Certi flcate Diploma Degree Postgraduate Prof~essional

qualification

others please speci f~

5. Length o1 ser~ ice in Amolatar District Local Go~ ernment.

Less than I ~ ear 1-5 Years 6-I () Years over I 0 Years

Section B: I NTERNAL AUDIT.

Jo what extend do ~ ou agree v~ ith the to! lo\\ ing statements pertaining to internal audit in

ADLG? ( DeL the box ~ ith the description that best present ~ our ans~ er).

Where: SA-StrongI~ /\gree

A-Agree

\S-\ot sure

l)-!)isagree

Sl)-Strongl\ Disagree

Corn petence ol sta IT

Statement 5~\ A YS 1) SD

I Ihe IA stall possess competent ski! Is to ~ ork

2 IA ~ orks according to public Onance la\\ s and regulation

3 IA PrO\ ides quality and transparent report

4 IA stall exhibits high degree o[profl~ssionaIism

B Independence of internal aucl it department

E



IA operates according to orders of top politicians

2 IA staff work under internal and external pressure

3 Top management comprises members of IA departments

4 IA staff produces reports in line \~ ith management

expectation

C Audit methodo I oe~

IA stall al\\ a~ s make audit iI~iis to enable them do their

\VO rk

IA staff takes all required means to control audit risk

IA carry out substant i\ e test to krni their opinion

Reliance in internal controls is high K ii inimal in audit

\\ ork

Inter\ als of audits

Auditing in A 1)1 ~G is in most cases done on request

\DlG IlilK complies ~ ith stalutor\ audits

\‘al uc flr mone\ and its arc done on K at ~ car end

Internal auditors are interested in aLid its

Availahilit\ ol resources

Performance o IA is afhected h\ lack of l~cilities

IA has access to adequate funds to he clone

IA stall are fu I K motivated

— IA department is \\ elI stafl~cl \\ ith highly competent stall

ADLG ha\ e enough resources lhr training and

dle\elopment olsiall

F



Section C: ACCOtNTABILITY

Value for rnone~

Statement SA A ~S [) SD

A [) I ~G regularly conduct value lbr mone\ audits

2 All tender bids at ADLG are revie~ ccl in concern of value

for molle\

3 A DI ~G monitors and superx i ses accounting to ensure

\alue of mone\

$ II field actix itics are monitored and supervised to ensure

value lbr mone~

5 Tenders are ax\ ardcd in line with set regulations to ensure

~ a Inc for mone\ in procurement

6 Most expenditure is done x~ ith no concern on ~ alue br

mon e~

13 1 ran sparenc\

I unci ne arrangements br an\ done open l\ at 1)1 $

2 All contracts and agreements are openl\ siencd

3 All financial commitments are discharged openl\ too all

stake holders

4 There arc available clear mechanisms 6w monitoring

finances at ADL(~

5 All stakeholclers arc al\\ a~ s satisfied \\ ith the district

expenditure

C TimeR reporting

An agreed frame ~ ork on which accountabi I it\ is made

G



e\ists.

2 Accounts department regularly revie~~ s flnaneial

performance of ADLG

~II stall are conscious of reporting deadline

4 At A DLG. there arc established penalties for late

reporting

5 At ADLG. as long asaceountahiIit~ is done. reporting

time is not an issue

D Qual it\ documentation

At ADIIL hcf~re the process ol accountabilit\ hecins.

detai Is ol polic\ guidelines are al\\ a~ s consulted

2 ~ A [)LG. accountahi lit\ is ofien clone fol lo~~ ing the

budget

3 standard l~rmat Or aceountahi I it\ reporting e~ ists at —

4 On K \ cr1 fled accountab i I it\ clocumenK are accepted at

On K accountabi I it~ that match ~ ith the district \\ ark plan

is accepted

ThANKS FOR YOUR RESPONSE.

H



TIME FRAME OF RESEARCFI

r~tivity Duration

Developing a research proposal I month

Conceptualization of’ the problem

ii Getting research proposal acceptance

iii Acquiring the required inlormation about the project

i Study ing internal audit and reliabi I it~ of’ linancial 2 ~ eeLs

accountability in ADLG

ldentif’~ ing the current audits done and its limitations

i Anal~ zing the internal audit methods and tools used. 2 ~ eeLs

ii /\nalv7ing the survey population and sampling design

and. size to be used

Presentation and interpretation of’ the lindings I month

i Study ing the demographic characteristics of’

respondents

ii \nal~ ~ing the relationsh p bet\\ ecu internal and it

and Ii nanc ial accountabi I liv n \ 1)1 ~( I

Writing research report 2 ~\ eeLs

\ luLl ne reconi niendations

I (‘oti~ ~ Ii ng reports 1mm each ~tcp abo\ c

ii l~diti ng and proof’ reading the end re report



BUDGET FOR THE RESEARCH

PARTICULARS AMOLXT(shs)

‘I ravelling to the uni\ ersit~ 40.000

ii Acco iii modation( Rent) 300.000

iii Printing the proposal I 2.000

~ Iravel I ing het~ een the project case stiicR and the 60.000

uni\ersit\

Printing q uestionnai es and distribution 70.000

i Printing the r~searcIi report 80.000

TOTA I.

562.000



~f A A A Ggaba Road, Kansanga~ P0 BOX 20000 Kampata, Ugandar~J-kMPMLM Tet: ÷256 777 295 599, Fax: +256 (0) 41 501 974

NTERNATIONAL
r~t~n~ UNIVERS~T’(

COLLEGE OF ECONOMICS AND MANAGEMENT
DEPARTMENT OF ACCOUNTING AND FINANCE

Sept, 13th 2017

To whom it may concern

Dear Sir/Iv~adam,

RE: INTRODUCTORY LEHER FOR AKELLO MONICA, REG NO.
1210/143/ D U

This is to n~roducc Lo you the above named student, who is a bonafide student
of Kampala International University pursuing a Bachelor’s Degree in Business
AdminisoaLion, Third year Second semester.

The purpose of this letter is to request you avail her with all the necessary
assistance renarding her research,

Topk: INTERNAL AUDIT AND RELIABILITY OF FINANCIAL
ACCOUNTABILITY IN LOCAL GOVERNMENTS IN
UGANDA~

Case Study~- ~MOLATAR DISTRICT LOCAL GOVERNMENT.

Any inforrnaciornshared with her from your organization shall be treated with
utmost confidentialiLy.

We shaH be gratefLH br your positive response.

Yours truly,

Dr. KIRLB~ TYEV~jbtE BOUNTY JOSEPH
HOD — ACCGuNTI~G & FINANCE
077232O~.nn.



GEN LINE +256- 778596073 ~. \: .1 AMOLATAR TOWN COUNCIl,
OFFICE OF THE TOWN CZ~!CRJ(

F~ •. P.O BOX, 3, ~1o:vrAI{
YOUR REF ,

OUR REF: 11RM1141155102 ~ 1J Date: 201h October 2017
• ~‘. •t $

‘~‘ —i?:

TO Wi-014 IT MAY CONCERN

RE: RECOMMENDATION LETTER FOR AKELLO MONICA, REG
NO.BBA/41210/1 43/DU

Reference is made to the above captioned, this is to recommend the above mentioned student ~vIu, isa

bonafide student of Kampala International Uni~ersiiy pursuing a Bachelor Degree in Business

Administration conducted and “arried put her research study ~~ith the Topic. “Internal Audit anal

Reliability of Financial Acco .n:ability in Local Governments in Uganda, Case Study A:nolatar

District local Goyerntaent” at atrnolatar Town council from September, 15th 2017 to October. 15’

2017.

In light to the above, 1 therefore take this opportunity to thank Akello Monica for the time she spent with

us. dedication and tireless contribution to Amolatar Town Council Local Government in service delivery.

\Vithout hesitation. I would like to recommend her for any career opportunities and positions of

responsibility to any reputable employ cr1 organization and wish her a more happy return in her future

endca~ or.

Any support rendered to her will highly be appreciated.

Yours Faithfully.

Adongo Zainabu $

IhnnanResource Officer

CC: File


