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ABSTRACT

Internal control system is a technique used by management
of an organisation to enhance effective operations for the
achievement of organisational goals.

This study was carried out to ascertain the degree of
effectiveness of control measures adopted in the university
and its attendant effect on audit. The study evaluates the
internal control system applied in five areas of financial
operations usually affected by audit. These include cash,
payroll, sales, purchases and inventory.

Five research gquestions and five null hypotheses were
formulated for the study based on the five areas of financial
operations. The population for the study consisted of 130
members of staff of bursary and audit department of Ahmadu
Bello University only since the research was a case study. Of
this population a sample of 90 bursary staff and 10 audit
staff was drawn.

Data were obtained through observation, interview and
administration of questionnaire to the staffers involved. The
data collected were analysed by using frequency count,
correlation co-efficient statistics and T-test. The
hypotheses were tested at 0.05 significant level. The result
indicated positive correlation between effectiveness of
internal control system and efficiency of audit. Of the five

areas delineated for the study, cash and payroll control
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system showed statistically significant relationship between
eifectiveness of their control system and the efficiency of
their audit, while sales, purchases, and inventory control
system indicated no statistically significant relationship
between effectiveness of their control system and the
efficiency of their audit.

Based on findings, recommendations were made for the
enhancement of internal control system of the five areas of
financial operation studied. These include the introduction
of in-house training for staff, rotation of staff on cash
duties by the Bursar, etc. Suggestions were offered for
further studies especially in the area of Administrative

Control.
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DEFINITION OF TERMS

The following terms used in this study are defined into

the context of the study:

Accounting:
The process of identifying, classifying, recording,
summarising and interpreting business transaction

and events of money worth (Gillespie, 1962).

Audit:
An examination or investigation by independent
practicing accountant (auditor) or a set of
financial statements and accounting records and
other supporting evidence both within and outside
the clients business to enhance expression of

opinion (Millichamp, 1987).

Fraud:
Misrepresentation by a person of a material fact
known by that person to be untrue or made with
reckless indifference as to whether the fact is
true, with intention to deceive and with the result
that another party 1is injured (Meigs, et. al.

1982).
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Internal Control System:
The plan of organisation and all coordinate methods
and measures adopted within the organisation to
safeguard its assets, check accuracy and
reliability of its accounting data, promote
operational efficiency and encourage adherence to
prescribed managerial policies (John and Jaenicke,

1980} .



Chapter 1

INTRODUCTION
1.1 Background to the 3tudy

The system of getting things done in an acceptable manner
has been man's yearning from time. Different organisations
adopt different methods to stem the tide of malpractices which
constitute the source of wastage especially in the area of
finance. Laid down policies by management are flouted by
subordinates, this becomes a source of concern to the
management . The attitude of flouting instruction by these
subordinates if not checked wusually disrupt the entire
operation of the organisation. In certain organisations,
especially government owned, embezzlement of funds is
complained about (Madaki, 1986) and sharp practices are
noticed in private business.

Due to incessant complaints about unnecessary wastage in
organisations Happer (1977} suggested strict control over all
areas of operation of an organisation that is why today most
management usually device means to exercise control over cash,
payroll, sales purchases and inventory where huge amount is
expended. The methods of control adopted become peculiar to
the organisation using it depending on size, organisational
structure, nature of operations and objectives of the
organisation to which the system 1is designed (Meigs

Whithington Meigs, 1982).
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The reéponsibility of establishing efficieﬁt and
effective internal control system for the prevention of fraud
and irregularities rest squarely on the shoulder of the
management of the organisation.

Archibong (1993) stated that prevention of fraud, error,
and comparable irregularities lies within the province of
.management supervision and other internal control. Management
| cannot validly rely on audit functions as a substitute for
internal control and to attempt this will be an abrogation of
the management's most 1important responsibility. Any
organisation with effective and efficient internal control
system will & -over that the value of internal control system
in detering e-rors, fraud and wastage is undoubtedly greater
than its value - detecting them (Black, Champion and Miller,
19?3);

It can ther Dbe argued that auditing 18 a 1logical
appendage of the pr.. 2f accountability in business through
the deterrent effect, .:.e detection of existing malpractices,
errors and fraudule wractices and tendencies (Afoakwa,
1993).

The importance of internal contrel for audit purposes
would be appreciated most in an organisation like the Ahmadu
Bello University, Zaria where activities are spread over

different locations within and outsgide Zaria.
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1.2 Statement of Problem

The basic function ¢f internal control system is to see
that safety of assets is guaranteed, wastage is minimized and
fraud is prevented (Maigs, 1982;}. The structure of the
organisation is to provide checks and balances. This
organisational structure aims at providing satisfactory
services to the public¢ and handsome reward to the investors.
Proper co-ordination of activities of the organisation to
achlieve the oryanisational goals becomes paramount to the
management.

Auditors are even appointed to monitor and ensure that
plans and policies are implemented so that the aims and
objectives of the organisation can be achieved. Where
deviation from procedures and policies 1s observed, the
necessary and timely correction is made accordingly. This
help to put the organisation back on course for its aims and
objectives to be achieved,
| But in government establishments, according to Waziri
{19%1) there is lack cof good system of financial monitoring
and control. This gives rocm for embezzlement and fraud to be
committed, thereby depriving the government the necessary
funds needed for providing soclial services to the public. In
the samne vein Madaki (1986) complained of theft of government
funds by government workers and blamed it on the lack of job
security. Ayeni (1995) reported of improper practices in the

bursary dJdepartment of Ahmadu Bello University, while Kokoh
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{1995) asserted that there is wiliful damage and theft of
plants, eguipment and materials in the establishment. These
do not augur well with the economy, but bring untold hardship
to the generality of the citizenry. The auditors are forced
to go into greater amount of detailed work than would
otherwise be the case. This give rise to long period of audit
exercise and exorbitant audit expenses.

A situation where government establishments are bedeviled
with 1ssues of malpractices that c¢reate hardship to the
citizenry makes one to begin to wonder whether there 1is no
faorm of internal control system that can stem the tide of some
of the malpractices. This makes it pertinent that studies be
carried out on  internal contrecl system of government
establishments to find out whether the internal control system
of goverument organisations 18 effective or not.

This study therefore focuses on Ahmadu Bello University,
taria, as one of the government establishments, to evaluate
the internal control system of the establishment and its
attendant effects on audit exercise so as to proffer solution

in areas that reguire it

1.3 Research Questions

The study was carried out to provide answers. to the
following research questions:

1, To what extent are the procedures and policies of

cash control system observed to enhance efficient
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cash audit?

Are the Payroll Control procedures and policies
observed according to specification sSo that
efficient payroll audit can be achieved?

To what extent are the Sales Control procedures and
policies complied with 1in order to enhance
efficient sales audit?

Are there strict compliance to
procurement/purchases procedures and policies to
warrant auditors reliance on the purchases control
system?

Are the policies and procedures of 1nventory
control system strictly adhered to for efficient

inventory audit?

1.4 Null Hypotheses

The following null hypotheses were formulated for the

study:

H.1

Y]

H3

There 1is no significant relationship between
the effectiveness of cash control system and
the efficiency of cash audit;

There 1s no significant relationship between
the effectiveness of payroll control system
and the efficiency of payroll audit;

There 1s no significant relationship between

the effectiveness of sales control system and
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the efficiency of sales audit;
There 1s no significant relationship between
the effectiveness of purchases control system
and the efficiency of purchases audit;
There is no significant relationship between
the effectiveness of inventory control system

and the efficiency of inventory audit;

The Objectives of Lhe Study

The objectives of the study were:

1)

.Li;

iii)

1V)

to ascertain the extent of accounting record
kept on financial operations of the
organisation;

to determine the extent to which cash
transactions policies and procedures are
compiled with;

to appraise the soundness and adeguacy of
application of accounting, financial and other
operational controls of payroll system;

to determine the extent of compliance to
policies and procedures of sales of
unserviceable stores;

to ascertain the extent to which procurement
procedures and policies are adhered to 1in
procuring the materials required by the

organisation;
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Vi) to determine whether the procedures of
safeguarding and accounting for inventory are

adeguately complied with.

1.6 Significance of the Study

This study is significant in the sense that the result
[rowm the evaluation of the internal control system will form
an important part of management information and the basis of
feedback mechanism to auditors.

The information gained from the study will help auditors
Lo strengthen surveillance on weak aspects of internal control
system of the organisation.

The study will reveal the level of commitment of staff to
internal control and the need for review of the existing
internal control system to eliminate the aspect cof lack of
control.

Thig study will be a resource material for students,
teachers, accountants, auditors and entrepreneurs for use in
acquiring the basic knowledge of ipternal control principles,

Generally, the present economic situation requires
effective control of meagre resources, both in public and
private sector of the ecocuomy, hence the managers of different
organisations will benefiit from the study since steps to curb
wastaye in a system will be pin-pointed.

In research perspective, the study will ginger further

study albout other organisations' internal control system,



1.7 Basic Assumptions

The study was based on assumptions that:

i) There is a form of internal control system on
financial operations of the university which
is subject to audit;

ii) The management of the university might not be
aware of the fact that an effective and
efficient internal control system can reduce
the time spent on auditing hence reducing the
audit expenses;

iii) The management might not be aware of the
relationship existing between internal control
system of cash, payrell, sales, purchases and

inventory, and the audit exercise of same.

1.8 Delimitation

The study is focused on Ahmadu Bello University from
other similar institutions since it 1is believed to be
versatile with wide accounting operations.

The study looked into the financial operations of the
main campus of the university and did not however include
other campuses.

The study concentrated on the extent of implementation of
internal control system and i1ts adeguacy in contreolling

financial operations.
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Five (5) areas of financial operations which are usually
affected by audit were studied. These were cash, payroll,

sales, purchases and inventory.

1.9 Limitations

As wusual with researches involving case study of
government  establishment in Nigeria, the issue of
confidentiality and secrecy together with inherent fear in
some gquarters hindered the free access to some relevant
documents. |

Delay in returning the questionnaire was also experienced
by the researcher, and this militated against the speedy
completion of this work.

Other 1limitations include academic assignments which
competed for the time to be used in completing this work.
Short supply of finance required for this research created a
serious Dbottleneck for the timely completion of this

research.
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Review of Related Literature
2.1 Introduction

The basis of internal control has been necessitated by
the complexity of an organisation. Due to this complexity the
management of the organisation is distanced from every minute
operations which are reguired for the achievement of the
organisational goals and objectives.

Management has therefore recognised internal control
system as a valuable tool in effectively carryving out its
responsibilities while auditors pressed for the improvement on
internal control as it enhances efficient audit work. The
credibility of accounting records of organisation and the time
spent on auditing depends largely on the effectiveness and
efficiency of internal control system.

General Accepted Audit Standard (GAAS) requires the
Auditor to make a proper study and evaluation of the client's
system of internal control, so as to determine the detailed
audil work (o be Llivolved. In other words, there must be
internal control diagnosis which is a logical investigation or
analysis of a situation in order to determine the
cpportunities for performance improvement {(Walley, 1974).

In reviewing the related 1literature the researcher
focused attention on the following subheads:

i. Internal control system - an overview;
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ii. Accounting control approach to financial
operations;

113 Approaching auditing;

: Ty Audit approach to financial operations;

V. The relationship between 1internal control

system and audit;
vi. Similar studies; and

vil. Summary.

Internal Control System - An Overview

The concept of internal control gained prominence of

recent due to complexity and diversification of organisations.

Different views have been expressed on what internal control

15

of

all about. Meigs et. al. (1982) asserted that:

The system of 1internal control consists of all
measures employed by an organisation to (1)
safeguard assets from waste, fraud, and inefficient
use, (2) promote accuracy and reliability in the
accounting records (3) encourage and measure
compliance with company policies, and (4) evaluate
Lthe efficiency of operations. In short 1internal
control consists of all measures taken to provide
management with assurance that everything is
functioning as it should.

Meilygs et. al. (1982) went on to expatiate on the nature
internal control by saying that:

Internal Control extends beyond the account and
financial functions; its scope 1s company wide and
touches all activities of the organisation. It
inciudes the method by which top management
delegate authority and assigns responsibility for
such functions as selling, purchases, accounting
and production. Internal control also includes the
pProgramnme for preparing, verifying, and
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distribution to various level of supervision those
current reports and analyses that enable executives
to maintain control over the variety of activities
and functions that constitutes a large corporate

enterprise. The use of budgetary technigques,
production standards, inspection laboratories, time
and motion studies, and employees training

programmes involve engineers and many other
technicians far remove from accounting and
financial activities, yet all of those devices are
part of the mechanism now conceived as the system
of internal control.

The Institute of Chartered Accountants of England and

Wales defines Internal Control in Howward (1972) as:

Not only internal check or internal audit but the
whole system of controls. Financial and otherwise,
established by the management in order to carry on
the business of the company in an orderly manner,
safeguard its assets and secure as far as possible
the accuracy and reliability of its record.

In sheding more light on the concept of Internal Control,
the American Institute of Certified Public Accountants (AICPA)
in its Statement of Audit Standard (SAS) No.l1l as cited by
Johnson and Jaenickle {(1980) said:

Internal Control comprises the plan of organisation
and all the coordinate methods and measures adopted
within a business to safeguard 1ts assets, check
the accuracy and reliability of its accounting
data, promote operational efficiency and encourage
adherence to prescribed managerial policies.

ack et. al. (1973) described internal control as:

o3
P—.‘

A system consisting of all measures employed by a
business to (1) safeguard its resources against
waste, fraud and inefficiency (2) promote accuracy
(3) encourage and measure compliance with company
policy, and (4) judge the efficiency of operations
of Lhe responsibility centre of the business.

The obvious about the definitions is the all embracing nature.

It 18 therefore clear that Internal Control 1s the process of
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curbing waste and material errors and checking compliance to
procedural approach to management policies, and 1s concerned
with controls 1n every aspect of corporate operations as well
as the way in which individual control units 1s inter-related.
Without controls, the value of any planning is questionable
(Austin and Check, 1979).

The emphasis on internal control by management . agd
auditors has been recognised in the professional literature of
Accounting for several years. The American Institute of
Certified Public Accountants (AICPA) in its publication in
1574 enumerated certain factors contributing to the growing
importance of internal control. These include the fact that:

1. the scope and size of business entity has

become so complex and wide-spread that
management must rely on numerous reports and
analyses to control operations effectively;

11. the check and review inherent in a good system

of internal control afford protection against
human weaknesses and reduce the possibility
that errors and irregularities will occur;

iii. it is impracticable for auditors to make

audits of most companies within economic fee
limitation without relying on the client's
system of Internal Control;

iv. A new dimension that added impetus to internal

control was the promulgation of the Foreign
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Corrupt Practices Act of 1977 by the American
Congress (Helmkamp et. al. 1986);

V. As internal Control is mainly concerned with
taking action within the organisation in order
to regulate and direct activities that guard
against waste and inefficient use of assets,
it 1s therefore believed that internal control
assist in maximizing return on investment.

The system of internal control 1is important for

prevention and early detection of error, embezzlement and
fraud. And the effective way of preserving internal control
15 for the members of the management team to remain alert to
the problem and make regular tests and investigations of those
phases of the system that relate to their immediate operating
area. Formerly the usual way to cope with the problems was
through regular audit but today Internal Control becomes more
recognised as being a better option because of its earlier
disclosure of errors and fraud as well as being less costly
and 1s continuous, to ensure that firm's activities conform
with its plans (Glautier, 1976).

Any internal control system seek to achieve the following

objectives:

i Tc ensure that the operations of the
organisation 1s carried on 1in an orderly,

efficient and economic manner;
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iii,

iv.

vi,
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To ensure that whatever policies the
management has decided to follow at any point
in time are strictly adhered to by all members
of staff;
saleguard the assets of the organisation.
This implies prevention of improper storage,
loss and lack of maintenance;
To institute safety measures so as to prevent
injury or loss of human life at work;
To ensure that records of activities of the
organisation are accurate and complete and
that they are properly preserved;
Finally, to ensure that the objectives of the
organisation are attained (Arthur Anderson &

Co., 1978).

According to Okolo (1989) a good internal control system

in operation,

is essential for any organisation if it must function properly

and must be based on soundness in principles and effectivenass

The basic features of internal control system as Okolo

i.

{1989) summarized should show:

A clear demarcation of the organisation inteo
departments, and 'one department functions
should not be allowed to overlap that of

another;
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1ii,

iv.

Vi,

vii,

viii,
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A clear definition of duties, responsibilities
and power of each department. One department
gshould be <c¢learly responsible for each
function such as purchasing, finance,
marketing, etc.;
A clear definition of the duties,
responsibilities and powers of each employee
within each department;
A clear definition of line of command and the
stipulation as to who each employee should
report to;
A clear procedure for the authorization of
payment and the use of other facilities of the
organisation; -
An appropriate arrangement for the safe
custody of all assets of the organisation
including money;
Establishment of appropriate  supervisory
procedure to ensure that the works of sub-
ordinate are supervised on a continuous basis;
and
Establishment of  appropriate system of

reporting to the management,

The American Institute of Certified Public Accountants

(AICPA 1in

the statement on Audit Standards No.l1 as cited by

Johnson and Jaenicke {1980) classified internal control into
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two, viz:

{a} Administrative Control and (b) Internal Accounting

Control.

i. The Administrative Control focuses on the plan
of organisation and the procedures and records
that are concerned with the decisgion processes
leading to management's authorization of
transactions., Hence it 1s the starting point
for establishing accounting control of
transactions;

ii. 1Internal accounting controls are measures that
relate to the protection of assets and the
production of reliable accounting and
financial reports.

When auditors perform an audit of an organisation they
always study and evaluate the system of internal control.
However this work is concentrated on accounting controls
rather than administrative controls, because the objective of
the auditors is to form opinion of the organisations financial
statements and it is accounting controls which assure
reliability in financial statements. On the other hand
Internal Auditor is interested in the operational efficiency
of the organisation rather than the annual {inancial
statements and therefore will study both administrative and
accounting controls.

With the fact that management of an organisation and even
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the independent auditor rely heavily on the internal control
system of the organisation, one may be tempted to believe that
internal control 1s a panacea for all effective and
inefficient management system. This is not s8¢ Dbecause
internal contrel system in itself has inherent limitations.
That 35 why the American JInstitute of Certified Public
Accountants in its statement of Audit Standard, as cited by
Johnson and Jaenicke (1980) analysis the limitation of
internal contrel thus:

In the performance of most control procedure there

are possibilities of errers arising from such

causes as misunderstanding of instruction, mistakes
in Jjudgement and personal carelessness, distraction

or fatigue. Furthermore procedure whose
effectiveness depends on segregation of duties
obviously can be c¢ircumvented by collusion... any

projection of a current evaluation of internal
accounting control to future periods is subject to
the risk that the procedure may become inadequate
Iecause of changes in conditions and that the
dagree of compliance with the procedure may
deteriorate.

It therefore means that where corrupt practices engulf an
arganisation and permeate 1into management c¢adre internal
control becomes ineffective and it becomes imperative for
subgtantive audit test.

Every system of internal control operates within a
certain environment comprising of both external and internal
factors. The external factors include prevailing economic and
political climate, industry and business conditions.

The internal factors prevail within the organisation and

Kabir (1989%) enumerated such as: 1. Organisational
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Structure; (2) Management Leadership; (3) Budgets and
Budgetary Control; {(4) Personnel; (5) Sound Practices; (6)

Company Complexity; and (7) Internal Reporting.

Crganisational Structure:

An organisational structure contributes to a good
internal control envircnment. It provides the overall
[rameworh for planning, coordinating and controlling
operations. The fundamental concept is that no one person or
department should handle all aspects of a transaction from the

beginning to the end.

HManagement. Leadership

Effective leadership from management is a great asset to
Any organisation. It is the management that is responsible
for the establishment of a favourable control environment
within the organisation. Tt should be able to influence people
$0 that they will strive willingly toward the achievement of

the organisation's goals.

Budgets and Budyetary Control

Budyets make several contributions to an organisation’'s
internal accounting control. Indeed, it has been assumed that
budgeting is the primary device for accomplishing control.
Fremgen (1973) and Pandy {(1986) saw budgeting as a systematic

and formalised approach for stating and communicating the
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firms expectations in financial term, and accomplishing the
planning, coordination and control responsibilities of
management in such a way as to maximise the use of a given
resources for specific period. In support of this definition,
Welsch (1976) said:

Budgeting is the only comprehensive approach to

managing so far developed that, if utilized with

sophistication and good judgement, fully recognises

the dowminant roles of the manager and provides the
framework for implementing such fundamental aspects

-

0 f scientific management, as management by
vobjectlive, dynamic control, effective
communication, participative management, continuous
feedback, responsibility accounting, management by
exception and managerial flexibility.

To desiyn budget for effective internal control Dearden
(1962) and Koontz et., al. {1980) suggest that the management
should sub-divide the whole organisation's budget into revenue
and expenditure budget, time, space, material and product
budget , cash budget and capital budget. 1In stressing the need
of cash budgel Dacoster and Schafer (1976) described cash as
a critical resources in a firm and that availability of cash
to meet obligations as they fall due is the first requirement
vl business existence. In the same velin Bierman and Smith
{1593) emphasized the implication of Capital budget as being
characterised with costs and benefits that are spread out over
a lony period and therefore requires diligent integration with
long range planning. In support of budget as an instrument of
control Horngren (1972) stated that budget is an instrument

which tells what to do, how to do it, when to do it and which

form to do it on.
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The existence of budget in internal contreol environment,
therefore provides a frame work for activities thereby giving

a sense of direction and vard stick to measure performance.

Personnel

Basic to the proper control of environment are the
guality and integrity of the personnel, who must carry out the
prescribed methods and procedures. During recruitment proper
care and caution should be exercised to ensure that personnel
50 recruited have the capability commensurate to the assigned
responsibilities, because the proper functioning of any
internal control system depends heavily on the competence and

integrity of the personnel operating it.

Sound Practices

This entail the adeguacy of procedures, rules and
regulations in force and the extent to which they are complied
witli., It also involve the following~-up of routine practices,
whic include acknowledgement of performance by mean of
slgnature, initlale or the use of organisation's seal. It as
well embraces establishing a written code of conduct for
employees pertaining to their moral standard of behaviours as

well as pruohibition against illegal acts.
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Company Complexity

This aspect of company’s environment pertains to such
factors as the geographical dispersion of location and its
diversification in operations. The recent practice where a
company owns subsidiaries with different operations and even
an outright acquisition of apother company whose operationg
are at variance with the parent company suggest that there may

bhe lack of uniformity of controls throughout the company.

Internal Reportiing

An eflfective system of internal reporting to all levels
of management is essential to a sound control environment.
When properly prepared and analysed, internal reports provide
the basis ol evaluating performance and the manner in which
Jelegated responsibiliti=zs are being discharged. Effective
internal reporting should be both regular and timely.

Pogue (1991) warned that management must be aware of the
factors affecting internal and external environments and what
hanager lal action 1s regquired to wonitor the changes and the
action regquired to ensure that the corporate objective is not

blown off course.

Internal Audit
The internal audit department is regarded as an important
aSpect of internal control. The Institute of 1Internal

Auditors in its third version o¢of the statement of
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responsibilities of Internal Auditor as cited by Brink et. al.
{1973) described Internal Audit and 1its nature 1in the
following way:

Internal auditing 1s an independent appraisal
activities within an organisation for the review of
operations as a service to management. It 'is
management control which functions by measuring and
gvaluating the effectiveness of other controls.

The definition focuses on two principal words which
reguire esxplanation, these are Auditing and Internal.

Auditing entails a thoughtful investigation, verification
and appraisal of operational procedure at all levels of
management. The word internal helps in emphasising that the
activity 1s carried on by the organisation itself with its own
emplovees, thereby distinguishing the activity carried out by
external audlitor

It 1is often the emerging needs that fdrce the
establishment of certain activities including that of internal
auditing. In an attempt to really understand the nature and
what created the need of internal auditing, the following
guestions must be answered. What 1is the simplest form of
internal auditing and how does it come into existence?

In its simplest form, internal auditing comes to being
when an 1individual sits back and re-examine something he
himsel{ has done and how well he has deone it and think of a
better way of doing that particular thing if given the chance

to do it again.
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1t is from this direction that internal auditing emerged
and gain its present formal status. Today internal auditing
group has moved to a very high level in all operational areas
and has established 1tself as a valued and respected post of
top management team.
The Institute of Internal Auditors in is statement of
responsibilities of the Internal Auditors states the
objectives and scope of Internal Auditors as follows:
The cbjective of internal auditing is to assist all
inembers of management in the effective discharge of
their responsibilities, by furtishing them with
analyses, appraisal, recommendations and pertinent
comments concerning the activities reviewed. The
internal auditor 1is concerned with any phase of
business activity where he can be of service to
managemant . This 1involves going beyond the
accounting and financial records to obtain a full
understanding of the operations under review,

The statement of responsibllities of Internal Auditor states

the responsibilitieg and functionsg as follows:

- To inform and advise management, and to discharge
this responsibility in a manner that is consistent
with the code of Ethics of the Institute of
ITnlernal Auditors;

- Ta coordinate his activities with others so as ta
best achieve his audit objectives and the
objectives of the organisation,

In performing his functions an internal auditor has no

direct responsibility for, nor authority over any of the

activities which he reviews. Therefore the internal auditor

review and appraisal does not in anyway relieve other persons
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in the organisation of the responsibilities assigned to them.
In defining the scope and responsibilities of Government
internal Auditor in Nigeria Section 102 of Revised Financial
Regulations (1976) made the followlng pronouncement:

The Auditor-General shall examine in such a manner
as he may think fit the accounts relating to public
funds and property and shall ascertain whether in
his opinion: {a) the accounts has been properly
kKept; (b)) all public moneys have been fully
accounted for, and the rules and procedures applied
are sufficient to ensure an effective checks on the
assessment, collection and proper allocation of
revenue; (c¢) moneys have been expended for the
purpose for which they were appropriated and the
expenditures have been made as authorized, and (d4)
gssential records are maintained and the rules and
procedures applied are sufficient to safeguard and
control public property and funds.

The status of Internal Auditor 1is crucial to his
effective performance of his duties. The Institute of
Internal Auditors prescribed Independent status for Internal
Auditor while saying, Independence 1s essential to the
effectiveness of Internal Auditing. This independence is
obtained primarily through organisational status and
oblectivity.

Often 1t 1s discovered that the objectivity of internal
auditor in government ministries and agencies is jeopardize as
it is said that:

Internal auditors of ministries and other
government agencies are to be given more powers to
lhelp them in checking financial abuses as they
arise, Such power could include thelr being
shielded legally against real or perceived
victimization which might constrain effective

unplementation of the audit alarm system (Anomymous
1991).
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It a2l means that for effective performance of internal
ayditing functions objectives must be well spelt out and

internal auditor allowed to operate freely without hindrance.

2.3 Accounting Control Approach to Financial Operations

The aspect of internal control that interest independent
auditors is that of accounting contrel, since they are to
attest to the reliability and fairness of the financial
statement presented by the wmanagement. Under this accounting
control specific areas are of important to the auditor in
performing his functiens, such as cash, payroll, sales,

purchases and lnventory.

2.3.1 Cash Control

Cash, according to Black et., al. (1673}, consists of
items which are unrestricted as to use and are available
readily for paying any obligations of the business. It
include cash in hand and at bank which are not designated for
a particular long-term use. _

Simons (1972) emphasized that, control over business cash
normally requires as a minimum the separation of cash
custodial function and cash recording functions. Otherwise if
cash 1s not protected or controlled 1t may be lost to
pilfering, lost to clever schemes of thief or lost through
honest mistake. For these reasons cash flowing through an

econamic entity must be protected or contralled (Smith et, al.
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19831.

Procediure for Control of Cash receipts over the counter
as emphasized hy Arthur Anderson and Co. (1978) include: (a)
ie=zuing of pre-numbered receipts for every cash collected or/
and rung it up on a cash register; (b) frequent prove of the
total ~azh received; ‘c) depositing all daily cash collection

itk the bank, (d) separation of functions - the Cashier
B 1 net have access to records not be the person depositing
caslh to the bank to avoid defalcation.

On Petty Cash handling: (a) specific instructions in
writing should be given to all staff who maintain cash floats;
(b)Y vesponsibility for the authorization of the maintenance of
casli floats and of their number should be stated; (c) staff
who ate allowed access to cash floats should be stated; (4)
fhers should be regular supervision and verification of petty
cash voucher.

On banking transaction, there should be a stated interval
whan  bank should issue bank statement fo ease bank
reconciliation process. Any discrepancy should be verified
promptly and ascertained. Weaver et. al. (1982) pointed out
three internal control for cash in bank as (i) deposit all
cash receipts intact; (ii) making all payments by cheque;
(iii) using prenumbered cheques. Where these controls are
followsd, the hank statement becomes an external source of

crontrol [or cash.
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2.3.2 Payroll Control

According to Weaver et., al. (1982) and Smith et al.
(1983) sound system of internal control is vital in both the
preparaticn and payment of employees' remuneration. The
auditor must therefore satisfy himself that the control system
is adequate, otherwise he should point cut to the client where
the weakness has been found. As Williams (1972) puts it
payroll system has proved to be one of the sections of the
financial system often used by unscrupulous employees for the
purpose of fraudulent manipulation. He opined that the
control measure adopted should ensure that: (a) separate file
is kept for each employee containing information about the
employee; (b) laid-down procedure is followed pertaining to
notification of resignation, retirement, changing rate of pay,
termination, and dismisgsal; (c) special personnel are assigned
the dutiles of preparing the payreoll; (d} any form of
deductions are promptly remitted to the appropriate agency;
{(e) wages and salaries are paid only to the actual employee
and authorized pay rate; (f) surprise attendance of the
internal auditor at the pay point where cash is paid; (g)
regular independent compariscon of personnel records with
payroll records; {(h) an officer 1is charged with the
responsibility of supervising each stage of preparation of
payroll; (i) a person who prepares the payroll is not the one
paving, and (j) there is a laid-down rules pertaining to

handling of unclaimed salaries and wage.
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2.3.3 Sales Control

Sales 1s a source of revenue to any organisation, to
avold misappropriation of revenue generated from sales proper
contirol measures are reguired. According to Vance (1960) and
Linnaus (1977) control measure should cover: (a) authority as
te the accepting of order; (b) procedure to ensure that sales
are made at the correct price and under agreed terms of
discount; (c) proper assigning of responsibilities of issuing
invoices and credit note, the completion of these document as
reuard f111ling 1n quantities, prices and totals and safe
custody of unused book-let; (d) goods should be examined and
recorded by staff other than those engaged on stock
maintenance or invoicing duties; ({e) sales ledger staff
should not be engaged in work covering cash or stock records
nor be responsible for sales invoicing or any other sales
staff duties; (f) an officer should be charged with the
responsibility of the operation of control accounts on
debtor's ledgers and to review the ledgers regularly; and (g)
sales returns, prices adjustments and special allowances
should be operated under an efficient system of internal check

and supervised by an officer.

2.3.4 Purchases Control
Purchases constitute an activity where organisation's
revenue 1s expended and as such requires effective control

system. Before expenditure 1s incurred on acquisition of
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items, Weaver et. al. (1981) stated that there must be: {(a)
requigition and authorisation - a demand for the use of an
item must have department aof origin and authorised by the Head
of Ssction where the items will be used; (b} those charged
with the responsibility of acquiring/ordering goods unbehalf
of the organisation; {(c¢) a system of handling the goods on
arrival. The goods received must be inspected, accepted and
transier to the department's storesg; (&) those who check the
purchases order against goads received; (e) these who check
the invoice regeived, maintain a day book, write-up the ledger
accounts and check the suppllers statements;: and (f) officer
who authorise payment for the goods purchased,
In Government the purchase control measures are spelt out
in sections 3%01-3915 of Revised Financial Regulations (1976)
which states inter-alia:
All local purchase of or indent for, store must be
authorised by the officer controlling expenditure,
and the local purchase order must be signed by
him... stores purchased in Nigeria, the cost of
which exceeds N5,000 must he obtain by contract
after public tender, except as otherwise specially
authorised Dby the Commissioner of Finance,
Circumvention of this regulation must not be

attempted by breaking down a single order exceeding
this limit into several orders for lesser amount,

2.3.5 Inventory Control

The importance of adegquate internal control over
Inventories from the viewpocint of both management and the
auditors cannct be overemphasized, since it is the area that

huge sum of revenue is expended. According to Gillespie
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{196Z) and Bazley et. al (1988) the measures adopted to
control inventory include: (a) classification of inventories
according to type e.g. raw material, components, work-in-
prouress, and finished goods; (b) storing the inventories
under conditions that will not expose them to vagaries of
weather; {(c) establishing maximum and minimum level of
inventories with re-ordering levels; (d) proper security
measure established to safeguard pilfering and theft; (e)
periodic physical inventories verification; (f) identification
of =low-moving, obsolete and damaged inventories and the
application of appropriate disposal procedure as per
organisation's policy; (g) all inventory items should pass
through the store for proper record keeping; (h) issuing of
inventories through an establish standard form duly
authorised; and (i) regular inspection and comparison of

inventory records with physical inventory.

2.4 Approaching Auditing

For an audit to begin an independent auditor need to be
appointed. An independent auditor 1s someone who is
educational sound, technically competent and independent in
4all ramification to attest to financial statements of an
organisation (Santocki 1972). An auditor must Dbe
plofessionally qualified to perform an audit functions which
«Ntall the examination of evidence that enables him to express

an opinion on the financial statements, thereby issuing an
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auditors report so that the public will have confidence in the
financial statement as being objective and impartial.

The principal reason for the existence of independent
auditor 1 to perform the attest function to the financial
wlatement thereby providing assurance as to the fairness and
dependability of such financial statements. The retention of
a firm vf independent auditor to attest to financial statement
is caused by usual conflict of interest which may exist
between the company preparing the financial statement and
those persons who use the financial statement.

The recognition of the importance of independent auditor
t.to the third parties led to the formation of the Institute of
Chartered Accountants of Nigeria 1in 1965 with the aim of
training profegsional Accountants.

The companies and Alli=sd Matters Decree 1890 reguires
that. every company in this country should have its account
audited by independent auditors. The rules guiding their
appolntment and removal are enshrined in this Decree. on
appointwent section 357 (1) 3States:

The shareholders are responsible for the
appointment of the auditor during the Annual
Ganwral Meeting (AGM) of their Company, therefore
the auditor are the agent of the shareholders
auditing the accounts of the directors who also are
agent of the sharelioclders on whose behalf, and
whoge  benefits, the director carry on the
husiness... He (the auditer) is appointed to act
48 & check upon the directors and to ensure on
behalf of the shareholders, who are the proprietors
of the business, that the directors carry on the
undertaking honestly for the benefit of the

shareholders and render to them true and fair
ACCounts.
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Section 357(5) gives authority to the directors to
appoint the first auditors of the company by saying: "... the
first auditors of a company may be appointed by the directors
at any time hefore the company is entitled to commence
husiness and auditors so appointed shall hold office until the
conclusion of the next annual general meeting. The subseguent
appointment therefore rest on the shareholders.”

The Act in stating the gualification before someone can
be appointed an independent auditor, says under section 358
(13 as Jollows: "The provisions of the Institute of Chartered
Accountant. Act 1990 shiall have effect in relation to any
investigation or audit of the purposes of this Act". That is
one must first qualify as a Chartered Accountant to be
appointed as auditor. To qualify as a Chartered Accountant,
the Tnstitute of Chartered of Accountants Act 1990 Section
3{1) states that:

“a person shall be entitled to be enrolled as a
Chartered Accountant if:

{a) he passes the qualifving examination conducted
by the Council under this Act and completes
the practical training prescribed; or

{b) he holds gualification granted outside Nigeria
and for the time Dbeing accepted by the
Tnustitute and, 1f the Council so requires,
satisfies the Council that hke has had
sufficient practical experience as an
Accountant.

Sub-Section 3 emphasized that an applicant for
registration shall in addition to evidence of qualification,

salisfy the Council:; (a) that he is of good character; (b}
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that he has attained the age of twenty-one years; and (c) that
he has not been convicted 1n Nigeria or elsewhere of any
of fence involving fraud and dishonesty.

The duties and power of an auditor is enshrined in
companies and Allied Matters Act 1990 in Section 360 which
states inter alia:

It shall be the duty of the company's auditors, in

preparing their report, to carry out such

investigations as may enable to form an opinion as
to the following matters whether -

(a) proper accounting records have been Kept by
the company and proper returns adequate for
their audit have been received from branches
not visited by them;

(b) the company's balance sheet and (if not
consolidated) its profit and loss account are
in agleement with the accounting records and
returns.

Baslically the auditors function is investigatory, but he
s not regquired to approach his work with a forgone conclusion
that there i1s something wrong (Sasegbon, 1991).

In essence, auditors provide the professional assurances
which the members of the company require as to the financial
probity of those who manage their investment,

Removal of an auditor is base on Section 362(1) which
states. "A company may by ordinary resolution remove an
auditor Dbefore the expiration of his term of office,
notwithstanding anything in any agreement between it and him".
While resignation follows section 365(1) which states:

An auditor of a company may resign his office by

depositing a notice in writing to that effect at
the company's registered office and any such notice
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shall operate to bring his term of office to an end
on the date of which the notice is deposited, or on
such later date as may be specified 1n it.
2.8 Audit Approach to Financial Operations
There are specific areas of financial operations that

auditor are interested in. These include cash, payroll,

sales, purchases and inventory.

291 Cash Audit

In setting out to audit receipts and payment made by an
organisation, Williams (1972) and Millichamp (1989)
recommended that the auditor should: (a) trail that all Cash
recelved are deposited intact; (b) see that proper records
that affect the cash are kept; (c) verify that duplicate
tellers and credit records are in agreement each day; (d)
velify that cheques issued are restrictively cross "Not
negotiable-Account Payee Only"; (e) confirm that authorised
signatories sign every cheque 1issued; and (f) verify that
cheque issued was on authenticated demand.

As regard petty cash the Auditor should: (a) vouch the
petty cash expenditure; (b) ensure that petty cash payments
have been authenticated and cancelled; (c) ensure that
checking for balances must be initialled by the Officer; (d)
check casts and balances carried down on the book; (e) make
surprise counts of cash postage balances held; (f) ascertain
that all cheques held have been cross 1in favour of the

creditor "Not Negotiable - Account Payee Only"; and (g) verify
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stock of unused receipts, c¢ross—-check with control records and
printer's inveoice.

If proper cash control system has been instituted and the
auditor is satisfied with the system he will only conduct
compliance test otherwise substantive test will be conducted
which will take more time on the part of the auditor and

additional expenses on the part of the client.

2.5.2 Payroll Audit

According to Cooper and Lybrand {1985) and Waldron {1978)
in auditing payroll it is pertinent that the auditor exercises
great care in verifying that: (a) engagement had been duly
authorized; (b) payment is done according to agreement and any
changes duly authorized; {¢) overtime working is properly
authorised; {d) authorities for deductions completed by
amployees, and deductions with summarising records; {e) salary
sheets had been initialled by those dealing with the various
stages of preparation and checking, and the whole is signed by
a designated senior officer; (f) totals in wages sheets tally
with that of the Control Accounts; (g) entries in the
unclaimed wages book corresponds with the entries on the wages
sheet; (h) proper authority was given to someone who receive
payment onbehalf of another; (i} signature for receipts of
payment corresponds with original signature on commencement of
employment; (j)} balances of unclaimed wages are banked

ragularly in accordance with directives; and (k) deductions
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are paid over to the appropriate agency and Pay-As-You Earn

deduction paid over to the Board of Inland Revenue.

2.5.3 Sales Audit

Auditing of sales seeks to confirm the turnover position
of the financial statement as presented by the management.
According to Howard (1972), the auditor therefore should: (a)
vouch the invoices against the sales day - book; (b) verify
for the proper authorisation of discount terms; (c¢) wvouch
receipts counterfoil; and (d) examine the make-up of sales
ledger and note a customer who formerly paid promptly,

appearing to be falling into areas.

2:5.4 Purchases Audit

According to Attwood and Stein (1986) auditing purchases
starts with the book of prime entry and vouching. In vouching
the authenticity of the documents and the transactions it
covers, it is necessary to ensure that: (a) it is properly
addressed to the organisation and not its staff; (b) the date
is within the period being audited, if not, explanation should
e obtained, (c) the goods are those normally required by the
client, if not, investigation should be conducted; (d) the
invoice is properly cast to total; (e) the initial of the
officers responsible for the handling of the goods at
different stages are appended with rubber stamp and date

marked on the face of the invoice; (f) the goods or services
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have actually been received by the organisation; (g) the order
was properly placed; and (h) items in resgpect of capital
expenditure or expenses items are properly segregated from
trading purchases.

Purchases activity is usually vulnerable to defalcation
and other form of irregularities e.g. over invoicing, It is
therefore incumbent on the auditor to exercise extra care in

order to avoid liability.

2.5.5 inventory Audit

The auditor team is interested in ascertaining that the
inventory figure in the balance sheet represents what is
really avallable physically. Howard (1972) suggested the
steps to bhe taken before, during and after stock-taking and
where the gteps ware not practicable what action to he taken.,
He said;

(a} before stock-taking the auditor should study the
client's stock-taking instruction and make himself
familiar with 1location of stocks, quantities,
valuesg, factors affecting condition of stocks, and
possibilities of obsclete or slow-moving stocks;

{Ib) during stock-taking, the auditor is expected to be
in attendance to ensure that the clients' employees
carry out their work efficiently;

{(c} after stock-taking; the auditor should check the

"eut-off" using the details of stock movements
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including the last numbers of goods inwards and
outwards, and test that the final stock sheets have
been properly prepared from the count records and
that they include all stock belonging to the
organisation, which are held by custodians, and
where material, independent confirmations should be
obtained;

{d) where attendance at stock-taking is not
practicable, it 1is recommended that procedures
distinct from and extra to those usually followed
when forming an opinion on stocks, as 1in their
judgement, as skill professional men, are necessary
in the circumstances to satisfy themselves that;

{e} the records of the stock-taking produced to them
represent a substantive audit exercise which
reguires the abtaining of inventory
representations, that does not in any way reduce
the scope of the examination to be made by the

auditor nor does it lessen their responsibility.

2.6 The Relatiionship Between Internal Control System and
Audit

The work of auditor as regard the internal control can be
said to be in phases. The preliminary phase is evaluation of
internal control. American Institute of Certified Public
Accountants, Statements on Audit Standards on the second

generally accepted auditing standard on field work states,
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"There is to be proper study and evaluation of the existing
internal control as a basis for reliance there on and for the
determination of resultant extent of the test to which
auditing procedures are to be restricted".

Internal control system are indigenous to each client
since they are developed by different individuals with
different skills, for different managements and for different
sizes of companies utilizing different personnel, records and
ilata processing methods. Thus the study of internal control
systems cannot be standardized but must be tailored to the
system used by specific client.

The study of the internal accounting control consists of:

(i) A review of the system to obtain knowledge and

understanding of the clients' prescribed system;

(i1) Test of compliance to determine whether the
prescribed control procedures are in use and are

operating as planned.

X-. Review of the System

In reviewing the system the auditor seeks information
about the internal control environment and the accounting
system. On getting the information or major classes of
transaction the auditor decides whether to continue or to
terminate the review. A decision to continue is taken if the

anditor believes that further study will likely justify some
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restriction of substantive test and the audit effort required
to complete the review and periorm test of compliance will not
exceed the substantive test that could be relied on internal

control.

IT. Audit Test of Compliance

Tests of Compliance are performed to obtain reasonable
assurance that controls expected to be relied on are in use
and are operating effectively.

Internal control procedure are tested 1in order to providse
evidence as to the operaticon of these controls. These
controls are the ones upon which the auditor place some
reliance when determining the nature, extent and timing of his

evaluation procedures.

Communication of Material Weaknesses

It is incumpent on the auditor, as required by GAAS, to
communicate any material weaknesses in internal accounting
contrel that come to his attention, to Senior Management and
the Board of Directors. The communication should be made at
the earliest posgsible time following the completion of the
compliance tests, It could be oral, but written communication
iz preferable where the auditor offers suggestion for
corrective action as this may resolve the liability of the
auditor should the management neglects his suggestions and

suffer any losses.
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2.6.1 External Audit and Internal Audit

A proper understanding of respective roles of independent
avditor and the 1internal auditor, and the area of common
interest requires a recognition of changing conditions and
objectives that have taken place over recent years. The
continued growth in size of organisation and diversification
of activities stem from the continuing expansion of public
ownership and investment.

Significant in recent years also has been the greater
tendency for investors and creditors who have suffered
financial losses to try to hold the independent auditor liable
for nmot finding and disclosing any adverse development, in a
mors timely manner. This latter situation has made the
independent auditor more cautious than ever Dbefore.
Furthermore, the cost of independent auditor's services have
increased substantially, due to the upgrading of the calibre
of the personnel being used. The result has been increased
pressure from client to control the level of fees charged.
The combination of the i1ncreased responsibilities and fee
pressures have pushed the independent auditor into the
position of being more and more interested 1in protecting
himself through the greater reliability on the internal
financial procedures. It is this latter increased concern
that sharpens the independent auditor's interest in the work

of internal auditor.
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The same changes in the nature and scope of the company
operations have also had their impact upon the internal
auditor. The complexity and increasing size of those internal
vperations have meant that new control and maintenance of all
Bxisting onss are needed. The rising fees of independent
auditor have caused the management to consider more
intensively what internal auditor can do to help in reducing
the independent auditing cost. This has resulted in affording
the internal auditor a greater opportunities in contributing
to the improvement of operational activities. The internal
auditor therefore helps the management, through improvement of
internal operations, to reduce the audit cost and at the same
time trying to exploit profit opportunities 1in operation

Areas,

Internal and External Auditor
The relationship between these two audit groups depends
on how one group views the work of the other. It is then

better to trace the possible area of cooperation between them.

I. Area of Co-operative by the Independent Auditor

The independent auditor usually rely upon the adequacy of
internal procedures, especially those pertaining to the
accounting and financial activities. This reliance depends on
the way procedures are designed and the effectiveness with

which they are being implemented. This is usually referred to



44

as the reliance upon the system of internal control. The
inrerest shown by the external auditor on the work of internal
auditing agroup 18 formally recognised by the American
Institute of Certifiied Public Accountants in its Statement on
Auditing Procedure No.33 "Auditing Standards and Procedures™
A8 c¢ited by Brink et, al. (1%973) which reads:

There is to be a proper study and evaluation of

existing internal control as a basis of reliance

theraon and {for the determinatiocn of the resultant

estent of the test to which audit procedures are to

e restricted.

and a subseguent statement said:

Tndependent auditors should consider the procedures
rerformed by internal auditors in determining the
nature, timing and extent of their own tests. The
work of internal auditors should be considered as a
aupplement to, but net a substitute for, tests by
independent auditors.

The independent auditor views the internal auditing
activities as a component part of the total system of internal
contrel and as  such has a special interest in  the
organisational status of the department, the capabilities of

its personnel, the extent to which professional standards are

adhered to and the overall independent of its reporting.

IT. TJdentification of New Situations

The independent auditor needs very much to be alerted
Alhout new problems or development that may involve potential
problems in his final judgement about the financial statement,

The internal auditor is in a better position to identify such
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situations, since his assignment covers a wide range of the

organisation's activity.

I11. Sharing Plans and Findings

The relationship between the independent auditor and
inteirnal auditor unavoidably raise the question of the extent
to which the independent auditor should share his plans and
findings. Definitely, the more complete the disclosure of
#ach agroup to the other the better basis that can exist for

effective coordination.

IV. The Independent Auditor's Support for Internal Auditor
The emphasis of independent auditor on a client having an
effective internal auditing department can be viewed as
suppolt to internal auditor. There are certain occasions
where the Management does not properly appreciate the
potential contributions associated with 1internal auditing
group, but due to independent auditor's pressure on the

management the internal audit department 18 established.

26,2 The Difference Between Independent Auditor and
ITnternal Auditor

There are some fundamental differences between
independent and internal auditors, although the two audit
groups have a common interest 1n certain important matter.
According to statement of auditing (U4) of Institute of

Chartered Accountants of England and Wales as cited by Howard
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2.7 Similar Studies

Few studies have been carried out by researchers at
different times on the effec¢t of internal contreol system on
audit.

{(Waziri, 1991) obhserved that auditing depends on the
internal control system and that through evaluation of
internal control system that the auditor can determine the
extent and the timing of audit exercise. He sees auditors as
the watchdog of an wrganisation whose job it is to render
account to the third party; and without audited accounts the
third party may not have confidence on the reported accounts
of the mainagement. The auditor verifies the evidence of the
ttansactions presented to him to see that the information that
is provided is adeguate and accurate and that there is enough
protection of rescurces to prevent irregularities,
emnpbezzleipent and losses, |

As regard Cash Control Kabir {1989) believe that cash
control is necessary to guard against misappropriate of cash
balanes and Lo prevent unauthorized payment. To achieve this
she opined that cash float as specific amount be established
and arrangement of securtty measures including the use of
safes and restriction of access to those safes by an
unauthorized persons be observed.

To guard against misappropriation of bank balances she
suggested fregquent demand for bank statement so that bank

reconciliation can bhe effected and that a specific officer bhe
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appointed to be in-charge of writing and custodying cheques,
To ascertain the effectiveness of cash control she opined that
auditors bhe appointed to verify the authenticity of all cash
transactions 30 as to restore confidence on the c¢ash control
system.

On  Payroll Control system she observed that the
effertivenass of payroll system depends on the expediture of
the stafl involved and that the higher the number of years of
experience of the staff the less the number of audit gueries
and vice versa. |

In pursuance of Bales Control Istifanus {(1987) asserted
that saleg contreol is concerned with guarding against the lost
af goods and defalcation of figure of revenue accruing from
sales. For effective protection of sales revenue he suggested
that every step in the process of sales be authorized by
senior officer, i.e. every order received should be
snfutinized and every invoice raised should be checked against
order to ses that the order invoice and the physical goods to
be sent out tally before packaging for waybill to be issued
thus making the goods ready for despatch.

Be gsaw sales audit as the exercise of trailing order
received to the time when the actual goods are despatched. To
him sales audit is substantive audit test.

As regard procurement control procedure Istifanus (1987)
and Kabir (1989) observed that in government organisation

piocurement constitutes a high level of expenditure which must

PP
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be closely monitored. They opined that internal auditors be
involved in wmonitoring every stage of procurement, right from
ascejptaining the department requesting for such items{s) to be
procured up to the time procurement has Dbeen done and the
item({s); delivered to that department for use.

On inventory c<ontrol Waziri (1991) observed that for
protection of inventory against, pilferage, 1lecss through
wvaporation and cutright theit proper storage facilities is a
must, and that issuance of inventory be based on first in
first out formula to guard against deterioration due to age.

He opined that 1n ascertaining proper control of
inventory, regular stock-taking should be observed and
auditors should be present at least during the end of
finanvial vear stock-taking to compare physical stock with
inventoiy Jledger balances to #ee that the stock balance
reflects the true position in the financtal statement. Where
there is discrepancy of material nature between inventory
ledger bhalance and physical stock balance, investigation
should he aarried out to ascertain the cause of such
discrepancy o as to guard against future occurrence.

The studies generally see internal control system as the
base for auditing and that auditing plays & predominant roles
in ascertaining certain pressure for effective internal
gontreol system, but the studies have not been able to
establish the conditions at which compliance audit test is

reguired and when substantive audit test is necessary. To
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this end the present study seek to ascertain conditions which

gach of the audit test is required.

2.8 Summary ¢f the Related Literature

This portion has succeeded in pin-pointing the meaning of
internal control system and 1its nature. Thereafter it
genumerates the need, objectives, features and types of
internal control. The problems associated with internal
coutrol 18 also discussed, as well as factors affecting the
egtablishment of efficient internal control. The internal
auditing as a principal element of internal control is
described in relation to external auditing. The approach to
inteinal contirol system affecting cash, payroll, sales,
put chases And inventory are narrated together with independent
auditing procedure.

In all, principles of internal Control System and its

relevance to audit is intensively examined.



Chapter 3

RESEARCH DESIGN AND METHORDOLOGY
3.1 Introduction

This chapter focugses on the procedure adopted in

conducting this research. It invelves the description of:
{i) Research Design; {(ii} Population; {iii} Sample procedure
sample selection; (iv) Instrumentation; (v) Questionnaire
rating; {(vi) {uestionnaire Design and Data Collection; and

{(vii} Rtatistical Method and Treatment of Data.

3.7 Research Design

A case study of internal control system of financial
operations affected hy audit was carried out using Ahmadu
Bello University, Zaria. The areas specifically studied were
nash, payroll, sales purchases procurement and inventory.

Preliminary investigation was conducted by the
reswarcher, NTuring the c¢ourse of investigation, the
researcher visited the Bursary Department and the Internal
Aundit Unit of the University. Tt was during the vigit that
the researcher was exposed to different sections of the
Bursary Department usually affected by audit.

The sections visited were: (a) Cash; (b) Intermediate
and Junior 8taff Payrell; (¢} Senior Staff Payrell; (d4)
Pinance; {e) Expenditure Control; (f) Claims and Advances; (g}

Central Purchasing; {(h}) Contract and Service; (i) Loans; {(j)
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Pension and Insurance; (k) Account Payable; and (1) Computer
3ervice.
it was during this preliminary investigation that the
researcher observed the internal control procedures adopted by
the university which are affected by audit, and interviewed

officers in-charge of the sections.

3.3 Pobulation

The population of the study was made up of 130 members of
staff in the category of EUSS 3 and above from Bursary
Department and Audit Unit.

The staffers were those with minimum qualification of
Yest African Achool) Certificate. This group of staff is
helieved to have considerable knowledge and understanding of
internal control system operating in their area of functioning
and even beyond.

In essence it was only the intermediate and senior staff
that were invoived in the study. All of them are involved in

maintaining accounting records of the university.

3.4 Sawmple Procedure and Sample Selection

The stratified random sampling was used, Members of
staff [rom Bursary Department were divided into three groups
as follows; EUSS 3-5, EUSS 6-8, EU33 9 and above, then audit
staff{ formed one group making 1t four groups. 23pecific number

of staff {rom each group were selected. Under EUSS 3-5, 40
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memhars of staff were involved, under BUSS 6-8; 30 staff, BUSS
9 and above 20 staff and 10 Audit staff making it 100 members
of staff in all.
This was done to have a {fair representative of the

categories of staff used in the study.

3.5 Instrumentation

Questionnaire, interview and observation were the
proceduras usged for the study. 1In order toc make sure that the
guestionnaire for the study was valid for the purpose in which
it was intended, the gquestionnaire was given to experts for
appraisal and validation. This was to make sure that the
gquestionnaire was in conformity with internal control
guestionnaire for each area of accounting control system
usually affected by audit as well as to ascertain its content
validity.

On reliability, the questieonnaire was adopted with little
modification from the work of Coopers and Lydrand (1982)
Coopers and Lydrand earlier on conducted a test - retest using
the instrument on some clients and a reliability co-efficient
of a 0.8 was obtained, thereby proving the instrument highly
raliable for use and it has Dbeen used by Kabir (1989} and
Waziri {1991) in studying the financial control system of
crganisations,

The choice of the 1instruments was based on experts

reports, such as Nunnally {1964) and Gronlund (1978) that the
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best way of gathering encugh information for research is
through the c¢ombination of guestionnaire, interview and

observation.

3.6 {Questionnaire Rating

Likert rating scale was used in the questionnaire
constructed and administered to all groups of respondents.
Fach item of the gquestionnaire was structured to elicit such
responses as very strongly agreed, well agreed, slightly
agreed, disagreed and strongly disagreed.

The ranking order of these responses was 5 through 1

respectively. They were arranged as shown below:

Very Strongly Agreed (VSA) - 5 points
Well Agreed (WA) - 4 "
Slightly Agreed (SA) - 3 v
Disagreed {D) - 2 "
Strongly Disagresd (SD) - 1 "

3.7 Questionnaire Design and Data Collection

The questionnaire was divided into five sections to
reflect the areas of study, such as cash, payroll, sales,
purchases and inventory.

130 copies of questionnaires were administered to Bursary
and Audit staff of the university through the assistance of
some staff of those departments. Qut of 130 copies

guestionnaires sent out 100 were filled and returned. This
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represent about 77% of the questionnaires sent out. During
analysis the questionnaires collected were collated into two
groups. Those from Bursary Department and those from Audit.
There were S0 qustionnaires from Bursary and 10 from audit.
These two groups responses were then analysis to determined
the relationship between opinion of the respondents as regard
effectiveness of internal control system 1in enhancing

efficiency of audit.

3.8 Statistical Method and Treatment of Data

To determine the relationship between internal control
and auditing, the major statistical inference that was used
was Pearson Product Moment coefficient of correlation (r) and
Spearman Rank Coefficient of Correlation (R) Expressed in the
following formulae:

g = m -MY .
NATH T WA WO W R N

‘%

and

R = 1 - ——QE—;—— respectively.

ala? - 1)

The significant level was determined by the use of t-test

Iy \n-
l1~=1I

at 0.05, Expressed as ¢ =

ARER™A
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The statistical method was chosen by the researcher since
he wag interested in determining the relationship between
internal control and audit.

The computer soiftware used was Statistical Package for
Borial Science {8P35) to analyses the data collected. During
the process of analysing the responses, frequency distribution
and mean calculation were utilized to ease tabulation and the
interpretation cof data.

In computing the mean rating score for each of the items

in the gquestionnaire, the below classifications were made:

V3A

5 points: the mean score will fall between 4.51 - 5,00

WA

I

4 points: the mean score will fall between 3.51 - 4.50
BA

H

3 points: the mean score will fall between 2.51 - 3.50

D = 2 points: the mean score will fall between 1.50 - 2.50

w2
d
It

7 point: the mean score will fall bhetween 1.00 - 1.50

Thus, if there are 10 respondents in a group with total
of 35 points for one of the items on the questionnaire then
the mean score of respondents was calculated thus:

39
10 = 3.5

This mean score of 3.5 falls within 2.51 and 3.5 range.
This indicates a point of "Slightly agreed " (3A) on the five
point rating scale. Therefore by using this scale, the level
of Agreement by the Bursary and aAudit staff as regard the
effectiveness of internal contrel system in enhancing

efficiency of audit were considered agreeable if the mean
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score on any of the items in the questionnaire was above 2.5,
Any 1tem of the guestionnaire that has a mean score below 2.5
was discarded for the purpose of this study.

it was on the basis of the above elimination method that
the final questionnaire of 80 items were drafted - Appendix 1.

These items were then classified as follows:

ftems 1 - 30 for cash

Ttems 31 - 50 for Payroll

Ttems 51 - 60 for Sales

Ttems 61 - 70 for Purchases/ Procurement

Ttems 71 - 80 for Inventory

From the formulae we have:

>3
I

Response of Bursary Staff

Y = Response of Audit Staff
& = Summation
N = Number of items

T 2 Co-efficient of Correlation



Chapter 4

DATA PRESENTATION AND ANALYSIS
4.1 Introduction |
This Chapter discussed the analysis of data collected and
goiliated. The analysis centred on the five (5} research
questions and five {(35) null hypotheses formulated for the

study,

4.2 Research Questions Analysis
Research Question 1
To what extent are the policies and procedures of cash
control system complied with in order to enhance efficient
cash audit? | | |
This research question attempted to determined the extent
of compliance to cash control system. The responses provided
on items 1 - 30 in the guestionnaire were used in answering

this questions and the table below provides the data:
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Table 4.1

The mean rating score on effective cash control system that

enhance efficient cash audit.

Y9
10

13

14

15
[
17

19

Issuing of pre-numbered receipt for cash collected
Custodving receipt booklets under lock and key unul
required

Recording Cash collected 1n cash Analvsis Ledger

Non exchange of personal cheque from organisation's
cash

Checkmg the correciness ol cash book cast and balances
danly by superior

Promptncss of pasing cash takings o the bank
Recording of mcoming manl contamming money

Cheques sent 1o the mstitution are restrictly crossed
“A/C Pavee Only”

Issuing of receipt on money collected through manl
Cross checking the recept to be sent oul by superior

Preparing teller by the cashier for the money 1o be paid
mto the bank

Superior checking the duplicate teller for authenticity

of bank stamping,

supenior checking the tll and cash balances danly

Not engaging cashier in posting ledger

Preparation of bank reconciliation statement regularly
Certiicate of balance 1s collected monthly from banks
\erification of outstanding 1tems of over a month after
hank reconciliation

Sequential issuing of cheques and spoilt ones cancelled
and retamed

Rotaung stafl for cash dunes regularly

Vouchers which payvments have been effected arc
stamped “pand” and cancelled

Supporting documents are produced for cheque signing
Establishing petty cash float with imprest

Checking of petty cash balances and reconciling i reguiary
There are at nmes surprise cash count and ull checking
by supcrior

Paid vouchers from petty cash are stamped "pand” and dated
Chegues issued are restrictly crossed “A/C Payee Onlv"
Mimimum of two signatories 1o a cheque 1s maintained

U nused cheque books are kept under lock and key
Regrster for cheque booklets 1s kept
Returned chegues of outsiders are traced
and appropruate account debited

BURSARY AUDIT
STAFF (X) STAFF(Y)
47 19
49 4.5
17 38
30 2.5
44 36
3.7 4.6
3.1 36
4.1 38
39 38
IR is
44 4.5
45 10
is 35
34 30
4.0 45
4.0 4.0
19 4.1
39 3
37 32
43 3:1
45 1.9
4.2 43
4.4 16
4.6 4.'
4.7 3.7
E% 43
406 48
46 43
106 iR
4] 40
X §25.2 }15.9
X 417 186
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Based on the above data, the bursary staff indicated
strict compliance to items 1, 2, 3, 24, 25, 27, and 29, while
items 4, 7, 13, and 14 were rarely complied with but the
remaining 18 items were moderately complied with., The audit
stalf on their part indicated items 6 and 27 as being strictly
complied with while items 4, 12, 13, 14, 18, 19 and 20 were
rarely complied with and the remaining 21 items being
modetately complied with.

The finding revealed that there has been moderate
compliance to cash control procedures and policies as the
respondents mean rating score fell within 3.51 - 4.5 instead
of 4.51 - 5 which would have indicated strict compliance to
policies and procedutes of cash control. Hence it can be
concloded  that  cash contio] system has been moderately
el fective.

Research Question 2
Ale Lthe payroll control procedures and policies observed

- - 'l

acvording to specilication so that efficient payroll audit
can be achieved?

The above question was answered using items 31 to 50 in
the qguestionnaire. The Table 4.2 below shows the responses

on the extent of compliance to payroll control system.
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Table 4.2
The mean vating score on ¢ffective payroll control system
that enhances efficient payrofl audit.
BURSARY AUDIT
STAFF(X) STAFF(Y)

31, Maintaining cmplovees’ records independent of payroll 4.5 4.3
12, Writlen authorization for every new cmployment 4.4 4.5
33, Netification of payroll by personne! section of change n

status and pay rate of employee 4.8 4.5
34 Proper documentation of (cmporary part-time cmploy ment

i5 approved before payment is made 4.6 ig
35, Al payroll documentations arc approved and initialied by

Senior Officer 4.6 39
36, Pavroll information is checked periodicalty against personil

records of cmplovee al personnel scction 34 235
37, Eliccting authorized changes on personat emolument cards 4.2 32
IR, Transfers between successive payroll are reconciled 4.1 3.5
3. Regular comparison of wage bill with budpet and

significant variance tnvestigated 12 39
3 Personnel review conducied annoally 38 4.3
41, Entitlement paid arc usually authorized by

appropriate authority 4.8 4.8
42 Early climination of names of thosc who have

I¢N the serviee 4.7 138
33, tmmediatety veriflication ol abscondment 33 4.0
44, Conlirmation of bank schedule correciness

against payrolt Semer Officer 4.7 +.3
45, Those cngaped in preparation of payroll arc not used for

paying of stall collecting salary by hand 12 14
16, Uinclaimed salarics arc promptly paid back into the bank 3.6 32
47, Scparate bank account kept for wages and salarics 4.4 4.0
4% Prompt settlcment of payroll deductions 1o appropriate

organization 33 4.0
J9. Non-statulory deductions can only be cliect through

expressed permission by the affected stall 36 3.
50, Reconciling PA.Y.E. with Board of Inicrnal Revenue (BIR) 3.8 44

z ®16 0.4
X 418 4.02
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The data supplied in table 4.2 above showed that the bursary
staff agreed very strongly on items 33, 34, 35, 41, 42 and 44 as
being strictly complied with to enhance effective payroil control
hut 1egarding items 31, 32, 37, 38, 39, 40, 46, 47, 48, 49 and 50
15 being moderately complied with while items 36 and 46 were rarely
complied with,

The audit staff on their own part, very strongly agreed on

. & — 1
Trems 4

—

, 472 and 45 as being strictly complied with for effective
payroll control but viewed items 31, 32, 33, 34, 35, 39, 40, 43,
14, 47, AR, 49 and 50 as being moderately complied with while items
37, 38 and 46 were rarely complied with.

Following the findings, 1t was observed that there was
maderate compliance to payroll control procedures and policies
since the response mean rating score of both bursary and audit
staffi Fell within 3.51 - 4.5 instead of 4.51 - 5 which would have

depicted strict compliance to procedures and policies relating to

payroll control.

Research Question 3

To what extent are the sales control policies and procedures
complied with in order to enhance efficient sales audit?

This question was answered using items 51 to 60 in the
questionnaire. The tahble 4.3 provides the data on the response
mean vating scove on the basis of effective sales control system

that enhances effiicient audit.



Table 4.3
The mean rating score on effective sales controf system
that enhances efficient sales audit.
BURSARY AUDIT
STAFF (X) |STAFF (Y)

| Head of unit notifving Accounting Offiger of the

avarlability ol unserviceable store 4.2 38
52 Proper segrezation of unserviceable store and reporting

to the Accounting Officer 4.0 30
83 Sufticient quantity of unserviceable store mspected by

Accounting Otficer and adjudge them unserviceable: 3.7 4.1
54 Board of sunvey 1s constituted to inspect and

adjudge the stores unserviceable: 42 4.3
35 IDisposal of items depends on appropriate

Techmcal Officers advice, 18 39
36 Due authority Tor disposal of items 1s given by appropriate

officer 43 43
57 When auctionimg heensed auctioner 1s appointed 1o handle

the auction 37 41
% Items 1o be auctioned are pubhicised 3 6 3R
59 Public tender 1s invited where auctioneer 1s not appointed, 36 34
60 Repert on the procedure and item disposed 1s compiled for

reference 39 4.4

z 40 39.3

B3 10 39
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The data in the above table numbered 4.3 shows the bursary
ataff is well agreeing that all the items contributed to effective
sales control that enhances efficient audit but audit staff
slightly agreed on items 52 and 59 while they held the same view
with the bursary staff on the rest of the items.

This revealed that there has been a moderate compliance to
sales procedures and policies hence the system requires more
supervision and strict observation of policies and procedures

affecting sales.

Research Question 4

Are there strict compliance to procurement/purchases
procedures and policies to warrant auditor reliance on the
pitt chases control system?

To answel the above question, items 61 to 70 in the
guestionnaire were used. The data provided in table 4.4 below
shows the responses on the basis of effective purchases/procurement

control system that enhances efficient audit.

bt i i he
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Table 4.4
The mean rating score on effective purchases control system
that enhances efficient purchases audit.
BURSARY AUDIT
STAFF (X) STAFF (Y)
61 Every purchases commitment 1s duc 1o a department’s
request 42 3.7
62 Authorized request form is collected at purchasing
department 4.1 +4
63 Epough lead nme 1s allowed after submitting
purchasing authorization 42 18
64 Local purchase order 1s prepared within expenditure
hmit of authonzed ofMicer 41 42
65 Suppliers subinit thetr bills with original and
duplicate of local purchase order: 38 40
66 Tender board 1s used when amount exceeds
imdmvidual officers approval limit 35 ¥
67 Tender board 1s allowed to invite for tender 6 41
68X Only supplier who sausfies Tender Board
specification is award contract, iR 3.7
60 There s mspectuon of supphies by appropriate Officer. 36 3.2
70 Pavment s made on sausfactons exccution of contract, 4.1 44
% 39 Eh R
X 39 388
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Tabhle 4.4 data shows that apart from item 66 which falls
vithin =lightly agreed score zone of the bursary stafi rating, the

reat

iteins were regarded as contributing well to the effective
puichases control system, since they fail within well Agreed 2Zone
T 3.01 - 4.5. The audit staff rating of items 66 and 69 indicated
zlightly agresd view while the rest of the items fall within agreed
20ne,

The Tinding inlicated that there has been moderate compliance
oo hases/ procurement procedures and policies since the response

rating score falls within 3.51 - 4.50,

Research Question 5

Lioe the procedures and policies of inventory control system

T
" B O |

tly complied with for efficient inventory audit?

-

The above question was answered using items 71 to 80 in the
Jusstionnaire. The table 4.5 below shows the responses on the
basis of effective inventory control system that enhances efficient

inventolry audit,
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Table 4.5

The mean raring score of effective inventory control system

that enhances efficient inventory audir.

BURSARY AUDIT
STAFF STAFF
(X) y)
71 tmenton supphics are cross checked against imorce: 45 +6
72 Records of mventory movement are kept 4.3 38
73 ATl requisttton of iemiors 1s duly authorised by
Semor Officer 44 4.5
74 Provision of bin card for all immventorns 42 38
75 Prompt posiing to stock ledger of inventory i1ssucd, 42 i8
76, Store receiving voucher is issued for inventon 4.0 3.9
77 Regular stock taking 1s carnied out 41 9
7% Ioveshigaton of difference between phvsical stock
halance and stock ledger balance 41 16
™ Prompt reporting of foss of inventony (o
\ccounting EHTicer, 40 16
800 Surcharging of Officer responsibic lor loss
of imcenton . A7 26
) 415 9
. X 413 391
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From the above table 4.5, it is observed that the bursary
has well agreed that items 70 - 80 in the questionnaire

cntribited "o the effectiveness of inventory control system. This
“flect portrays the degree of compliance to the inventory
procedure and policies. The audit staff on their part slight

auresd with item 80 but strongly agreed with item 71 that they
contrituted to the effectiveness of inventory control.
Feom the information got from the above, it is not hidden fact

.1 '
i1

inventory control procedures and policies are only moderately

iy T1ied 'wit.h.

This te=veals the need for intensive supervision of

staff by their superior.

The discrepancy between the bursary staff and the audit staff
rating of effective implementation of the element of

'nal control system brought to focus the audit staff view on

=

~ctive the bursary staff has complied with internal control
~votem instituted and whether they can rely fully on the internal

coatrol system sc as to carry out only compliance test.

m
[

deterimine whether compliance test or substantive test is

]

prire=d at any of the five sections of the internal control system

inedtel for this study, the relationship between the mean rating
«s of the hursary and the audit staff were used to astablished

co-efficient of correlation at the significant level of 0.05,

e
1

he Five null hypothases formulated,

) | e
1&g O
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4.2 Testing of Null Hypotheses and Decision Rule

i

"he five (5) null hypotheses {H ) formulated for this
stuly were tested using correlation of co-efficient
statistics. The level of significance was also computed in
order to accept or reject any formulated null hypothesis. To
justify the rejection of any null hypothesis tested, critical
value of T-Test at 0.05 level of significance must be less
than o1 egual to the computed T—fest. In the other hand, to
justify the acceptance of any null hypotheses the value of
computed T-Test must be less than the value of T-Critical at

alpha level of 0.05.

Summar ily.

T-cal » T-cri & 0.05 H, is rejected

If T-cal < T-cri @ 0.05 H, is not rejected

The tested null hypotheses were:

H1 There is no significant relationship between the
effectiveness of cash control system and the
efficiency of cash audit.

The table below provides the result of the correlation

between the variables used in testing this null hypothesis,
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Tahle 4.6 {a): The Correlation Analysis results on (Hol)
effective cash control system and efficient
cash audit.

I - T .

i N =¥ Ty p gL v XY | r !

B

] 30 125.2 115.9 528.2% 454.52 486,48 0,45 J

]

1

Table 4.6 (b): Tahle of significance Relationship

between effective cash control system
and the efficient cash audit

j N T r2 af t-cal t-cal o 5

)

1

5

j 30 0.45  0.07 28 .67 1.70 0.05 __}

|

From the computation on Appendix VII - the above tabulated
result was devived. In that table, it is observed that there is
pasitive correlation between the variables. In the determination
uf the Jeval of significant, it 1s discovered that the T-Calculated
iz 2.87 while T-Critical is 1.70 at alpha level of 0.05. Based on
the decision rule the null hypothesis is rejected i.e., T~cal > T-
Crit., W., rejected. This indicates that there is sufficient
evidence Lo show that there is statistically significant
relationship between effective cash control system and efficient
cash audit.

H,2 There 1is no significant relationship between the
effectiveness of payroll control system and the
efficiency of payroll audit. |

The table below provides the result of correlation between the

variables used in testing the null hypotheses.
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Table 4.7(a): The Correlation Analysis Result on {%2)
Effective Payroll Control System and Efficient
Payroll Audit.

XR YR D Y
7.5 9.0 1.5 2.25
7.5 5.0 2.5 6.25
1.5 5.0 -3.5 12.25
5.5 15.0 -9.5 90,25
5.5 13.5 8.0 64 .00
19.0 20.0 1.0 1.00
11.0 18.5 7.5 56. 25
13.0 17.0 4.5 16.00
11.0 13.5 3% 6.25
15.0 9.0 6.0 36. 00
1.5 2.0 0.5 0.25
3.5 2.0 1.5 2.25
20.0 11.5 8.5 75.25
3.5 9.0 -5.5 30.25
11.5 2.0 9.0 8.00
17.5 18.5 1.0 1.00
9.0 11.5 2.5 6.25
15.0 5.0 10.0 100.00
17.5 16.0 1.5 2.25
15.0 7.0 8.0 64 .00
Zd* = 650
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Table 4.7(b): Table of Bignificant Relationship Between

Bffective Payroll Control System and
Efficient Payroll Audit '

2

r £ af t-Cal t-Cri > J

RS S -
[
ot

0,51 0.26 18 2.51 1.73 G.0b

Appendi%rVIilcompUtation which the above tabulated result is
derived showed posgitive correlaticn between the variables
“tested. On the determination of level of significance, it
shows t-roritical value of 1.73 at an alpha level of 0.05 while
t-Caleculated is 2.51. Based on decision rule the null
hypothesis is rejected, i.,e. T-Cri < T-Cal, H® is rejected.
This shows that there is enough evidence to believe that
there s statistically significant relatinnship between

payroll control system and the efficient payroll audit.

H53 Thera is no sigrnificant relationship between the
effectiveness of sales control system and the
efficiency of sales audit.

The table below provides the result of the.cbfrelation

hatwaen the variables used in testing the null hypothesis.
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Table 4.2(a): The Correlation Analysis Result on (H3)

Effective Sales Control System and
Efficient Sales Audit

——— ——— i — T — T —— T —————_——————————— T — T —————————

R YR D 35
s 25 s 2500
4.0 10.0 -6.0 36. 00
7.5 4.5 3.0 9.00
2.5 2.0 0.5 0.25
6.0 6.0 0.0 0.00
1.0 3.0 -2.0 4.00
7.5 4.5 3.0 9.00
9.5 7.5 2.0 4.00
9.5 9.0 0.5 0.25
5.0 1.0 4.0 16.00

- — T ———— T — —— T —— - T - ) - S S W - ——

Table 4.8(b): The Correlation Analysis Result on (H3)
Effective Sales Control System and
REfficient Sales Audit

B S = S —————————
S —— S —————

i — T ——— T — T S — S S S —

With table 4.3(a) above, derived from the computation on
Appendix 1X., There is positive correlation, but table 4.3(b)
indicates a level of non-rejection of the null hypothesis
because the critical value of the tested variables at 0.05

level of significant is greater than the computed t-test.
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1+ is therefore evidence that there is no statistically
significant relationship between effective sales control
system and efficient sales audit.
ws m™hare 15 no significant relation hetween the
cffectivenass of purchases control system and the
«fficiency of purchases audit.
The table below provides the result of the correlation

Y etwean the variables used in testing the null hypothesis.

mable 4.914): The Correlation Analysis Result on (364)
Fffective Purchases Control System and
Rfficient Purchases Audit

xR TR D D
Ty T T T T T e T s600
4.0 1.5 2.5 6.2%
1:5 6.0 -4.5 20.25
4.0 3.0 1:0 1.00
6.5 5.0 1.9 2:2%
10.0 9.0 1.0 1.00
8.5 4.0 4.5 20.25
6.5 7.5 -1.0 1.00
8,5 7.0 -1.5 2.2%
4.0 1:5 2.5 6.25

Ta* = 96,5
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Tahle 4.9(hj: Table of Significant Relationship Between

Effective Purchases Control System and
Efficient Purchase Audit

o A T A Ao = h A A ok m .t — b in A — . ——— —— .t ——— —— i — i — i T
e i e e n kA AR T e R o AR e ma T M e A W e L e M T ki o e L T ke B T U i e S e e S e e Sy e —

e e e T T T T = T = T —h o —— w b —  — ——— i R e i —

With the computation in Appendix X which the above table
4.4{(a & b) derived, there is a positive correlation between
the variables tested, but in the determination of
significance, it is observed that t-Cal is less than t-Cri at
Alpha level of 0.05 hence, the null hypothegis is not
rejected. - R | |

This indicates that.fhere isuho sufficient evidence to
show that there 1s statistically significant relationship
hetwaen effective purchases control system and efficient
purchases audit,

H,5 There is no significant relationship between the

| effectiveness of inventory control system and the
efficisncy of Inventory Audit.

The table below provides the result of the correlation

between the variables used in testing the null hypothesis.
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Table 4.10{a): The Correlation Analysis Result on

(H,5) REffective Tnventory Control
System and Efficient Tnventory Audit.

R YR D D
10 1.5 0.5 0.5
3.0 7.0 -4.0 16.00
2.0 3.0 -1, 1.00
4.5 7.0 -2.5 6.5
4.5 7.0 -2.5 6.25
8.5 4.5 4.0 16.00
6.5 4.5 2.0 4.00
6.5 1.5 5.0 25.00
8.5 9.0 0.5 0.25
10.0 10.0 0.0 0.00
A =75.00
S e R R= 0.55

Table 4.10(b): Table of Significant Relationship
Retween Effective Inventory Control
System and Efficient Inventory Audit.

The computation at Appendix X1 where the above tabulated
result had been derived showed a positive correlation between
variable testad. In the determination of level of

significant, it is observed that, the value of t-Calculated of
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" 26 is less than the value of t-Critical of 2.3 at 0.05 level
of significant. Rased on the decision rule, the null
hypothesis 18 not rejected i.e. T-cal < T-cri. Ho not
rejectad.

This indicates that there is no enough evidence to show
that there is statistically significant relationship between

affective inventory control and efficient inventory audit.

4.4 Niscugsion

This study has established that the internal control
system of the university has been moderately effective,
otherwise the mean rating score of both the bhursary and the
audit staff would have fallen within 4.51 to 5.00 rather than
within 3.61 to 4.50 observed. This points to the fact that
certain instructions, policies and procedures have not been
fully ‘mplemented and that certain accounting procedures
jettisoned.

The hypotheses tested revealed that there is positive
correlation between effectiveness of internal control system
and the efficiency of audit of all the five areas of financial
operation delineated for the study. This indicates that the
more the accounting procedures, policies and instructions are
strictly adhered to the more relaxed the accounting staff will
be during the presence of auditors to audit their account.
The usual tension creatad during the presence of auditors will

be reduced,
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From the study, cash and payroll showed statistically
sianificant relationship between effectiveness of their
~ontral system and efficiency of their aundit while sales,
pur~hases and inventory showed no statistically significant
relationship between affectiveness of their control and the
afficiency of their audit. This indicates that there has been
element of strict compliance to accounting procedure and
policies by the staff of cash and payroll sections than the
stalfl of sales, purchases and inventory sections.

This implies that the staff of cash and payroll sections
would feel more relaxed during the presence of auditors than
staffl of sales, purchases and inventory sections. On the
other hand, those areas which showed statistically significant
relationship reguire audit compliance test only while those
that showed no statistically significant relationship require
substantive audit test.

According to Meigs et. al. (1982) where there is a
detailed substantive audit test there is bound to be huge
audit expenses. In other words, the more effective on
internal control system 1s the less the audit expenses. Then
the positive correlation between the effectiveness of internal
~ontrol system and the efficiency of audit observed from study
showed that there is proper approach to internal accounting

snfiral system in Ahmadu Bello University, Zaria, despite the

weak areas that need to be corrected.



Chapter 5

SUMMARY, CONCLUSTONS AND RECOMMENDATIONS

5.1 Summary of the Study

The fact that the auditor has to evaluate the internal
control system of the organisation in which he is to audit
forms the basis of audit procedure. This study was then
designed to evaluate the internal control system of Ahmadu
Rello University, Zaria, and the relationship between it and
audit

The study was conducted in stages. The first looked into
the background of the problem, followed by the review of
related Jiterature. Under this review six subheads were
identified which formed the steps at which fthe review was
done. These include:

fa) Internal control system - an overview

() Accounting control approach to financial

operations;

{¢:) Approaching auditing;

() Audit approach to financial operations;

{#) The relationship between internal control system

and audit;

(f) B8imilar studies.

The sample population of 100 members of staff were
involved, drawn from Audit and Bursary Departments, These

staffers were those with at least West African School
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fertificate. 1In other word from clerical staff upward were
usnd for the study.

Data collection was done through administration of
1i=stionnaire, observation and interview. For fair
epresentation members of staff were categorised into four
Jroups. Group one comprised of 40 staff on EUSS 3 - 5; group
two was made up of 30 staff on EUSS 6 - §; group three
comsiated of 20 staff on FUSS 9 and above while the last group
wele 10 audit staff.

Tn addition to preliminary investigation which was
Cnduct=d to ascertain the relevant section of the bursary to
Le used, a modified internal control questionnaire from Cooper
and TLybrand with co-efficient or reliability of 0.8 was used
in gathering information.

The questionnaire was standardized for all the variables
I00 gquestionnaires were collected from respondents.

The Likert rating scale was used in the questionnaire to

1icit the information needed. The rank order of the

rezponses were arranged as follows:

Very strongly agreed (VSA) - 5 points
Well agreed (WA) - 4 "
Slightly agreed { 3A) - 3 "
Disagreed (D) - 2 "
Strongly disagreed (8D) - 1 point

Five (5) null hypotheses were formulated and tested., The

statistical correlation of the wvariables were tested to
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audit using Pearsons Product Moment Correlation (PPMC) in
relation to Hypothesis one.

The relationship between effectiveness of payroll control
system and the afficiency of payroll audit was statistically
significant The relationship showed positive correlation
with 'lLe umse of BSpearman Brown Rank Co-efficient of
corr=lation in respect of Hypothesis two.

on Hypothesis three the relationship between
«ffectiveness of sales control system and the efficiency of
sales audit was not statistically significant. This was in
conformity with Waziri's (1991) study, positive correlation
war observed in both studies with the use of 3Spearman Brown
Fank Co-eflicient of correction.

There was no statistically significant relationship
between effectiveness of purchases control system and the
«fficiency of purchases audit in relation to H;4, though the
relationship showed positive correlation using Spearman Brown
Ratnk co-efliciency cof correlation. On H.5 there was no
statistically significant relationship between effectiveness
of inventory control system and the efficiency of inventory
4addit, though there was positive correlation with the use of
Spearman Brown Rank co-efficient correlation.

In all, two areas of financial operation, that is, cash
and payioll showed statistically significant relationship
between effectiveness of their control system and efficiency

of their audit while three areas, that is, sales, purchases
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and inventory showed no statistically significant

relationship

5.3 Conclusions
The following conclusions were drawn from analysis of the
data based on each formulated null hypothesis in Chapter one.
8.3.1 B.1 Rased on the findings of this study in which
variables tested had a critical values at 0.05
less than the computed t-test, this null
hypothesis was rejected. It can then be
concluded that the auditors do rely on the
ash control system and perform compliance

audit test of cash transactions.

a3
NI

The variables used in testing this hypothesis
showed t-calculated greater than t-critical at
N.05 level of significant, hence the null
hypothesis was rejected. This implies that it
is only compliance audit test that is being
performed on payroll system of the university
by the auditors. Coupled with moderate
positive correlation and rejection of the null
hypolthesis it has been established that there
is an effective internal control system of

payroll.
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)

H.4

R4
With the tested variables at 0.0G5 level of
sjgnificant, the t-calculated is less than t-

critical, the null hypothesis was not

‘rejected. This 1implies that though the

auditors recognised the sales control system
they relied a 1little on it and as such

substantive audit test is always conducted.

Based on the variables tested there was a
positive correlation with a calculated T-test

of 2.10 which is less than t-critical of 2,31

at 0.05 level of gignificant, hence the null

hypothesis was not rejected. This indicates
that the auditors recognised the purchases

control system but rely little on it thereby

" econducting substantive audit test on this area

of interpnal control system of the university.

From the result of our computation, there is a
positive correlation between the variables
tested with t-calculated of 1.86 which is less
than t-critical of 2.31 at 0.05 level of
significant. This makes this null hypothesis
not to he rejected. The implication being
that although the auditors recognised the

university inventory control system they still
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engaged 1in substantive audit test in this
aspect of internal control.

Generally, the findings have shown that there is no
situation where the correlation is + 1, to indicate a perfect
correlation, hence certain weaknesses appear here and there in
the internal control] system of the university which affect

efficient audit in the establishment.

5.4 Recommendations

Pased on the findings and conclusions of this study, the

following recommendations were made:

h A The university authority should organise in-house
training for newly appointed accounts staff and
refresher courses for old staff to acquaint them of
the need for proper adherence to the internal
control svstem. Tt is not a gain saying that the
degree of effectiveness of any control system
depends on the proper understanding of the system

by the staff operating it.

Caily cash checking by senior staff (cash officer)
shaould be done, so that the balances in the till
and cast can be ascertained. This will guide
against the tendency of misappropriation of fund
and "soft loan" syndrome. This will as well create

in the staff a sense of responsibility.



36
The Bursar should rotate cash duties amongst
appropriate calibre of staff to avoid perpetration
of irregularities by a staff with dubious

tendencies,

There should be a yearly personnel audit by the
university authority in which each member of staff
is made to supply information about himself/herself
to be cross checked with previous information, so
as to note any change(s) in status that had taken
place, This will show the progress of the staff
and any error found can be rectified. This will
help in ascertaining the number of staff who are
still in the service and the name of those who have

ibsconded, resigned or retired eliminated.

the university authority should make effective use
of Tender Board in appraising tender so that
experience from members can help in obtaining

hetter bargaining from the contractors.

When supplies are made by contractors such supplies
should be inspected by the stores officer to
ascertain quality and quantity and payment made

only on what has been supplied.
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Tnventory consumes  wmost  of  resources  of  an
organisation and as such great care should be taken
in handling inventory. Where inventories are kept
ent1ry should be restricted to avoid pilferage.
Whara irregularity is observed immediate

inveatigation =hould be c¢arried out to ascertain

the cause of such, and any officer found guilty,

eveﬁ of ﬁegligence, should be surcharged for the
Toass of irventory. This will forestall a situation
where Jdereliction of duty is taken for granted.
Where steaijng or an act of connivance involving a
ataff is establiched such stafif should he made to
repiace the stolen item{s) and the law allowed to
take its natural course. By so doing the source of
wastage will bhe redured in accordance with the

pviinciples of effective internal control system.

The university authority should review the existing
internal controel system of sales, purchases and
inventory for the purpose of providing a basis for
reliance thereon. This will help the auditors in
deltermining the mature, timing and extent of audit

test reguired in connection to the examination of

financial statement.
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9. Genarally, accounting and internal audit staff
should be encouraged by the university authority to
belong to professional bodies which will help in
enhancing their efficiency in their area of
operation. This could be done through generous
examination leave, reimbursement of tuition cost on
successful completion of each stage of such

professional examination, etc.

5.5 DSuggestion for Further Research

Tt is therefore suggested that research into the area of
Administrat ive Control be carried out especially in the areas
aof bierarchy and responsibility/motivation and performance
within the university.

Fiurthermore, the government through Corporate Affairs
Tommission  often places emphasis on the accounts of
organisations being audited, but often than not certain
organisations dread auditors and if possible would avoid their
accounts being audited.

Tt is therefore suggested that research be conduct on:

i) Perception of the public about auditors;

11y Impact of audit on financial operations of an

organisation; and

iii) Attitude of auditors toward organisations.
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Appendix 1

Department of Vocatiomal

and Technical Education,
Faculty of Education,
Ahmadu Bello University,
Zaria.

Dear Sir/Madam,

RESEARCH QUESTIONNAIRE

This questionnaire is designed for use in carrying on a
research on the topic: "THE EVALUATION QF THE INTERNAL
CONTROL SYSTEM OF THE ACCOUNTING UNIT OF AHMADU BELLG
UNIVERSTTY, ZARTA".

You are please requested to respond to the questions on
-fhis questionnaire as gincerely as possible. Your response
will he Kept strictly confidential and used only for this
academic Work.

Please Kindly cﬁ—operate with the researcher in giving
your sincere resgponss to the gquestions/statements below, in
order to assist him to produee a purposeful academic work.

Thanks.

AKPAN-EDEM, ATTAH D.
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Which staff group do you belong ? ‘
Please tick one ( )
EUSS 3-5 ()
EUSS 6-8 ()
EUSS ¢ and above ()
Which Department are you? Tick one ()

Bursary () Audit ()
What is your qualification(s)? Please Tick ( )
WASC () First Degree ( ) Masters Degree { )

Ph.D () Other Qualifications (State) ... e

Below are some statements which at the end of each there are five (5) spaces
number 5,4, 3, 2, 1 representing very Strongly Agreed (VSA), Well Agreed (WA), Slightly
Agreed (SA), Disagreed (D) and Strongly Disagreed (SD) respectively.

Please tick { ) only one space which corresponds to your appropriate

response.
5 4 31211
VSEA|{WA | SA|D |SD
A CASH
i. A pre-numbered receipt is issued for every cash
received.
2. Unused receipt booklets are kept under lock and

key by a Senior Officer and kssued for the normal
days’ activity.

3, All Cash collected and receipted for are recorded
in & cash analysis ledger
4, Staff do not exchange their personal cheques for
cash .
5 Cash books are checked by Senior Officer to prove

that casts and cross casts are correct.

6. Daily cash taking is deposited into the bank intact
' on the day of collection

7. Incoming mail containing money is opened and
recorded by at least two different persons in
different ledgers.

8. There is a standing instruction that cheques, postal
orders and money orders sent to the institution
should be crossed “A/C Payee Only”.
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20

96

Receipt is prepared by the Cashier for the money
received through mail

Receipt to be sent out for money received through
mail is cross-checked by some one else against
the sum received

Pay-in-slip (teller) is prepared by the cashier for
the money collected to be paid into the bank

Duplicate pav-in-slip (teller) is checked by an
Officer for authenticity of stamping by the bank

Till and Cash Book balances are cross checked
by senior officer daily at the close of work

Cashiers are engaged in posting entries from their
cash book to the ledger

Bank reconciliation statement is prepared at least
once amonth on every account and cross checked
by Semor Officer.

Independent certificate of balance is obtained
from the Bank monthly on every account

Outstanding items of more than a month old in
the  reconciliation statement are usually
thoroughly investigated to establish that they are
genuine

Cheques are issued sequentially and all spoilt ones
retained and stamped cancelled by a Senior
Officer

The duties of cashier is rotated amongst staft’
Paid vouchers are stamped “paid" and cancelled
to prevent re-presentation for payment
Supporting documents are produced to each
cheque signatory before cheque signing 1s done
There is floating petty cash balance subject to
imprest

There is regular checking of petty cash balance
and reconciliation

VSA

WA

SD
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There is usually a surprised cash count and till
checking by the cash officer

Payment from petty cash are only made by the
authority of a senior officer and the voucher
stamped “PAID™ and dated to avoid duplicating
pa_\'mcm

All cheques issued are restrictively crossed “A/C
Pavee Only™.

There are atleast two signatories to a cheque
governed with authorized limit as to the value of
the cheque to be signed

Unused cheque books are kept under lock and
key by a Senior Officer

I'here is cheque booklet register where acquired
cheque booklets are recorded as they come in and
when issued

All returned cheques which were collected from
outsiders are properly traced and the
appropriate account debited.

PAYROLL

Individual employee’s records are maintained
independent ofthe payroll section

A written authorization is issued in every case of
new employment

Yayroll section is duly notified by the personnel
section of the a change in status and rate of pay
of an employee

All  casual labour/temporary part-time

employment payments are approved and made
against proper documentation.

All payroll and payroll summaries are approved
and initialled by a Senior Officer

Transfers between successive payrolls are usual

reconciled in terms of number and value

VSA | WA

© el

Ow

SD
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There is regular comparison of Wages and Salaries
bills with budgets, cost records and other
management information and significant variance

investigated

There 1s annual personnel review whereby
emplovees are made to supply information on their

current position/status

Payment of entitlements/claims 1o staff’ are duly

authorized by appropnate authority

Pavrolls are often checked by responsible officer
so that names of those who have retired, resigned

or died are duly removed from the payroli

All cases of absconment is verified and names of
those who have absconded removed from the
pavroll immediately.

Bank schedules are checked against the payrolls
and casts and cross-casts confirmed and imtialled

by a responsible officer

Payment of salanes by hand to certain categories
of stafl is not done by those who prepared their
pavrolls.

Unclaimed salaries are properly documented and
paid back to the bank within three days
Wages account i1s kept separate from other

expenditure account in the Bank

All payroll deductions are settled by cheque for

onward transfer to appropriate organisation

Non-Statutory pavroll deductions are properly

authorized by staff concerned

Pay-As-You-Earn and other statutory deductions
are reconciled regularly with returns to the Board
of Internal Revenue (BIR)

VSA

WA

SA

]

SD
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SALES OF UNSERVICEABLE STORES

Before conducting sales of unserviceable store
information about the unserviceable stores is
supplied by the Head of the Unit to the Accounting
Oflicer of the institution.

Proper segregation of unserviceable articles is done
and report given to the Accounting Officer.

The Accounting Officer usually inspect the items
before adjudging them unserviceable and of
sufficient quantity to constitute a Board of Survey.

Before conducting sales a Board of survey is
constituted to inspect and adjudge the items
unservicedable,

Appropriate Technical Office is used to advice the
Accounting Officer on the stores to be disposed
of.

Due authority is given by appropriate officer before
the disposal of the unserviceable items.

Licensed auctioneer is appointed by the Board of
Survey in all cases of auctioning,

The items to be auctioned are given the due
publicity. -

Where public auctioneer is not appointed public
tender is invited.

Report on the procedure and the items disposed
of is compiled for future references.

PURCHASE/PROCUREMENT

Every purchase commitment is initiated on the basis
of request and felt need of a particular department.

Request from duly authorized is sent out the
purchasing department.

Purchasing authorization is submitted to the
Purchasing Officer with enough lead time.

VSA [ WA

SA

D |SD
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Local purchasing order is prepared for the purchase
of items within expenditure limit approved for the
ofticer. _

Every bill is submitted with original and duplicate
of the purchase order by the supplier.

Tender Board is constituted for purchases of items
in excess of amount fixed for approval by individual
ofticers.

Tender is invited and considered by tender board.

Only the supplier who satisfies the Tender Board
that the items required will be supplied in the right
quality, quantity, price and time 1s awarded the
supplies contraet.

The supplies is said to be satisfactory through
tnspection by appropniate officer.

Payment is usually made after a satisfactory
execution of the contract.

INVENTORY _
All inventories and materials supplied are verified
against invoice and certified correct,

All movement of inventories is properly approved
and detail record kept.

All requisition for inventories is authorized by
Senior Officer

Every inventory has a bin card for proper recording.

Stock ledger s posted as soon as inventory is
issued.

Stores receiving Voucher is issued for every
inveniory received.

Regular stock taking is carried out in accordance
to the institutions policy,

Any discrepancy between physical stock and the
balance in ledger is investigated.

L.oss of mventory 1s reported promptly to the
accounting officer,

Any Officer responsible for the loss of inventory is
surcharged appropnately,

VSA

WA

2

SD
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APPENDIX II
The frequency of responses and the Mean Rating Score of Respondents’
Responses on Cash Control and Cash Audit.

{X) BURSARY STAFF =90 (Y) AUDIT STAFF = 10

¥ls 4+ 3 2 1 2 X J|s ¢+ 3 2 1 ¥ Y
1|72 8 b 2 - 420 47} 5 2 - 3 - 19 3.9
2 |84 4 2 - - 42 49) 5 3 - - - 45 45
168 16 6 - - 422 47 3 2 3 - . iR 3R
4 116 6 40 20 3 272 301 - 5 5 - - 2.5 35
5 |60 N 20 2 - 274 44| - 6 4 - - i 36
G | 12 24 12 O 330 374 7 2 | s - I8 4.6
7 116 8 40 20 8 278 311} - 8 E 2 - 6 3.6
8 o0 8 4 8 10 3170 4.1 3 2 5 - - i8 i8
9 [44 20 8 b 10 s 39| - 8 2 - - iR i8
40 12 24 4 o 338 38] 3 2 5 - - iR 38
11168 8 4 | 6 98 4415 5 - - - 45 45
12164 12 12 - 2 06 45] - 5 - 5 - 0 30
13128 12 i 122 6 id 35 - S 5 - - s 15
4124 12 in (1) 2 i 33§ 2 I 2 5 = i 3.0
1536 20 32 2 - Gh d0 | 5 5 B - - 15 43
Iop44 12 28 6 - ind 40| 2 G 2 - - 40 40
17]36 2% Xy 6 . 34 391 3 5 2 ’ ‘ 41 41
I8} 52 X 12 8 I 354 394 - 3 7 - . 31 33
1936 12 24 18 - 3 37 - 3 2 3 - 32 3.2
20056 16 12 - 6 6 43 2 3 1 2 2 31 3l
21160 16 4 - - 406 45] 3 3 - 2 - 19 39
22140 28 22 - - 78 42 5 3 2 - - 43 43
23160 8 20 2 - o0 44 - 6 4 - - 6 36
464 20 6 . . 418 46| 3 5 2 . . 41 41
25168 |6 4 2 - 420 471 3 1 2 2 - 37 3.
260144 8 20 12 6 342 381 5 3 2 - - 43 43
27168 12 i B 2 410 46| 8 2 E - E 48 48
28|68 12 8 2 - 416 46 3 7 - - - 43 43
W68 12 10 - - 418 461 - h 2 - E iR i8
M8 12 20 8 2 e 41] - m - - - 0 30

7 5 BV S ?
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APPENDIX 111
The Frequency of Responses and the mean rating score of Respondents’
Responses on payroll Control and payroll Audit.

(X) BURSARY STAFF = 90 (Y) AUDIT STAFF =10
SMS 4+ 3 2 1 ¥ X s s+ 3 2 1 Y
o0 16 14 - - 406 45 } 7 - - B 43 43
32108 8 8 4 2 406 4.5 |5 5 - - - 45 4.5
3] 76 R 4 2 428 48 |5 8 - - - 43 45
4|68 12 8 2 - 416 46 |- 8 2 - - I8 38
IS 08 8 12 2 - 412 46 )2 s 3 - - 39 39
A6l 24 16 36 -+ 10 M0 34 |- - 5 5 - F 2.
A7P4R e 200 4 2 T4 42 - 5 2 3 32 3.2
I8 52 12 16 4 () 3700 4] - 5 5 - - 35 3.5
W48 16 R 6 - 76 42 |13 3 ) - - 1Y 39
)40 8 32 0% 2 M6 38 )5 3 2 » . 343
41 76 12 2 - - 434 48 R 2 - - - 48 4.8
20172 12 O - - 426 47 |8 2 - - . 48 48

ij40 8 20 2 20 96 33 3 4 3 - - 40 4.0
44168 16 O - - 422 47 |3 7 - - - 3 43
45132 12 16 ] 2 74 42 18 2 - - - 43 4.8
401 32 20 12 20 0O 32 36 |} - 2 8 - - 32 3.2
47164 K 12 - 6O 94 44 )2 6 2 - - 40 4.0
IRl 44 - 32 8 O 338 38 |5 5 - - - 45 4.5
491 40 K 20 8 14 322 36 |- 7 3 - - 37 3.7
s01 52 4 16 ki 14 M6 38 14 6 - - - 4 44
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The frequency of Responses and the mean rating score of respondents’

responses on sales Control and Sales Audit.

(X) BURSARY STAFF = 90 (Y) AUDIT STAFF = 10

SNls 4 3 2 1 3 X 5 4 3 2 1 X Y
s1 15 12 24 - 2 38 42 |3 2 5 - - 38 38
52 (40 16 32 2 - 364 40 | - g8 4 = - 33 33
53 36 12 28 .1 6 334 3.7 3 5 2 - B 41 4.1
s4 148 16 20 6 - 376 42 |5 3 2 - - 43 43
s5 |40 12 20 16 2 342 38 |3 3 4 - - 39 39
56 |5 12 12 10 - 38 43 |5 2 3 - - 2 42
s7 (32 16 24 18 - 332373 5 2 - - 4 4
s [32 16 16 24 2 32 362 6 - 2 - 338 38
9132 16 20 16 6 326 36 | - 6 2 2 - 34 34
60 |40 12 32 4 2 354 396 2 2 - - M4 44
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The Frequency of responses and the mean rating score of respondents’

responses on purchases control and purchases audit.

(X) BURSARY STAFF = 90 (Y) AUDIT STAFF = 10

SN|s 4 3 2 1 = X |5 4 3 2 g Y
61 |48 12 28 2 - 37 42 |- 7 3 = 37 3.7
62 |48 12 24 4 2 30 41 |6 2 2 - 44 44
63 [48 12 28 2 - 37 42 |- 8 2 - 38 38
64 |52 8 20 100 - 3712 41 |8 2 - - 2 42
65 |40 16 24 8 2 338 38 6 2 - 0 40
66 |28 12 36 4 10 314 35 |- 3 71 - 33 33
67 {32 12 28 18 - 328 36 |3 5 2 - 31 4.1
68 |32 24 16 16 2 338 38 )3 3 2 2 37 37
69 |32 12 28 16 2 326 36 |s 2 3 - 32 32
70 | 52 32 04 2 366 41 |6 2 2 - 4 44
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APPENDIX VI

The frequency of Responses and the Mean Rating Score of Respondents’
Responses on Inventory Control and Inventory Audit.

(X) BURSARY STAFF= 9% (Y) AUDIT STAFF =10
—— ==

SNl 5 g 3 2 1 ¥ X < 4 3 2 f £ ¥

7060 12 I - . 02 45 | 6 2 @ 4 - W 46
721 %2 16 2 - - W0 43 3 2 5§ - 3% 38
7371 % 16 16 2 . w6 44 | s 5 = e - 45 45
“Hle 20 2 . 2 174 42 | - g 2 - - 38 38
752 12 24 . 2 382 42 | - g8 2 - - 38 38
76 | 4 12 28 6 - 364 40 | 2 5 S -39 39
77148 12 20 1w - 368 41 3 5 - 2 - 39 39
78|48 12 24 6 - 376 4.1 8 . y S - 46 46
79 44 16 W0 1 - 64 40 | - 6 4 - . 6 36
R0 | 28 24 20 18 - 332 37 | - 3 2 3 2 26 26
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APPENDIX VI

CORRELATION ANALYSIS OF RESPONDENTS® MEAN SCORE ON
EFFECTIVE CASH CONTROL AND EFFICIENT CASH AUDIT

X Y x Y? Y

37 19 22.09 1521 1%.33
39 43 2401 2025 22.05
47 3K 22.09 14 44 17 86
10 15 U RRT] 12.25 10.50
44 16 19 36 12.96 1584
3.7 46 13 69 21.16 19.02
3.1 3.6 961 12.96 1116
4.1 I8 1681 14 44 15.58
iY iR 15.21 1444 14 .82
18 3.8 14 44 14 44 1444
44 45 19.36 20.25 19 80
4.5 30 20.25 DR 13.50
15 3.5 12.25 12.25% 12.25
4.5 3.0 20.25 9.00 13.50
4.0 4.5 16.00 2025 1800
40 40 16 (1) 1600 16.00
iy 4.1 1521 16 81 1599
19 13 1521 1089 1287
37 3.2 13.69 10.29 11.84
4.3 3 18 49 961 1313
4.5 39 20.25 15.21 17.55
42 43 17 64 1949 18,08
44 16 19.36 12.96 15 84
4.6 4.1 21.16 1681 18 86
47 37 2249 13.69 17.39
PN 43 14 44 18 49 1634
40 48 21.16 2304 22.08
4.0 43 21.16 18.49 19.78
4.6 18 21.16 1444 17 48
4.1 4.0 16 81 16.00 1640

125.2 1159 528.25 454 52 4806 4%
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APPENDIX VI (CONTD.)

NIXY - IXZY
VO INEXT - (EX))INEYE-(EY) )

30(486 48) - (125.2)(115.9)
Vo [30(528 25) - (125 2)°)[30(454.52)- (115.9) ]

. 14504 - 1451068
V' [15847.50 - 15675.04][13636.60 — 13432.81]

83.72
v [172.46][203.79]
83.72 . 8372
v 3514562 187.5
045 . - 0.20

TEST OF SIGNIFICANT RELATIONSHIP:

T-Cal

T-Crt

r n -2
v n-r
0.45v 30 - 2 ‘ : _ 045y 28
v 1-020 1 -0.20
5 (5 2.3
045 (529) = 238 267
v 080 089
267
1.70
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APPENDIX VIII

CORRELATION ANALYSIS OF RESPONDENTS” MEAN SCORE ON
FEFFECTIVE PAYROLL CONTROL AND EFFICIENT PAYROLL AUDIT

X Y AR YR D D?
45 43 1.5 90 -1.5 2.25
45 4.5 7.5 50 25 6.25
48 45 1.5 50 -35 12.25
46 3% 55 15.0 95 90.25
46 30 5.5 13.5 -8.0 64.00
34 2.5 190 200 -1.0 1.00
42 3.2 11.0 185 -1.5 56.25
41 35 15.0 17.0 -4.0 16 00
42 19 1o 135 -2.5 6.25
3.8 13 15.0 90 60 36.00
48 18 1.5 20 -0.5 025
47 4.8 35 20 15 2.25
3.3 4.0 200 11.5 8.5 72.25
47 43 35 90 -55 30.25
4.2 48 110 2.0 90 81.00
36 3.2 17.5 8.5 -1.0 1.00
14 40 90 115 -2.5 6.25
38 45 150 50 10.0 100.00
36 37 17.5 16.0 1.5 2.25
38 44 150 70 8.0 64.00
p? 650,00
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APPENDIX VI (CONTD.)

] 6LD’
NN: - 1)
| 6(650) ) : 3000
20 (20° — 1) 20 (400 - 1)
3900
7890
| - 049 = 051
051y - 026

TEST OF SIGNIFICANT RELATIONSHIP:

T-Cal.

T-Crnt

rv n-2

v n-r
051v/20 - 2 osiv 18
----- - t

J1-026 vV1-074
051 (4.24) ) 216 ) ..

v 086 086
251
1.73
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APPENDIX IX

CORRELATION ANALYSIS OF RESPONDENTS® MEAN SCORE ON
EFFECTIVE SALES CONTROL AND EFFICIENT SALES AUDIT

X Y XR YR D D*
42 38 2.5 7.5 -5.0 2500
40 33 40 100 -6.0 36 00
37 41 .5 45 30 9 00
42 43 2.5 20 0.5 025
38 39 6.0 6.0 00 000
43 42 1.0 30 -2.0 4 00
37 41 7.5 45 3.0 900
30 38 9.5 7.5 2.0 4 .00
36 34 95 9.0 0.5 0.25
39 4.4 50 1.0 4.0 16 00
p? = 103.50
6LD°
R 1 - -————:—E-—-—
NIN" = 1)
| 6{103.50) - |
100107 - 1) 100100 - 1)
[ . 621
Q)
R 1 - 063 = 0.37
R* (0.37) = 014
TEST OF SIGNIFICANT RELATIONSHIP:
; rv n-2
v n-r
037v 10 - 2 037V 8
t = t -
vVi-026 v 084
0.37(2.83) i 05
t = e —— = Seemmamee = 114
0.92 092
T-Cal | 14 T-Cnt. = 231
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APPENDIX X
CORRELATION ANALYSIS OF RESPONDENTS' MEAN SCORE ON
EFFECTIVE PURCHASES CONTROL AND EFFICIENT PURCHASES

AUDIT
X Y XR YR D D’
4.2 3.7 15 7.5 -6.0 36.00
41 14 10 15 25 6.25
42 38 15 60 4.5 20.25
11 4.2 4.0 3.0 10 1 00
38 40 65 50 15 2.25
35 3.3 10.0 9.0 10 1.00
3.6 11 8 S 40 45 20.25
38 37 6.5 75 -1.0 1.00
36 33 85 10 0 <115 2.25
41 44 40 15 25 6.25
=D - 96.5
65D°
£ = -
N(N° - 1)
. . L806.50) . R L A
10 (10° - 1) 10 (100 - 1)
570
99()
R < | - 058 - 0.42
R: = (0.42) = 0.1764 = 0.18
TEST OF SIGNIFICANT RELATIONSHIP:
i rv.n- 2
v on-r
T oav10-2 t 048
V1-018 vVos2z
0.42 :
[ = ......-i....{g..%}.l.._-- == --..—.-l--l.?-.-- = 2 I
00] 09|

T-Cal 2.10 T-Cnt. = 2.31
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Appendix X1

nts’ mean gscore On

gffective Tnventory control and Efficient Audit
X Y xR YR D o
& D 4.6 1.0 3.5 -0.5 Dicas
4.3 3.8 3.0 7.0 -4.0 16.00
4.4 4.5 2.0 30 -1.0 1.00
4.2 3.8 4.8 7.0 -2.5 6.45
4.2 3.8 4.5 ) -2.5 6.25
4.0 3.9 g.5 4.5 4.0 16.00
4.1 e 6.9 & 2.0 4.00
41 4.8 6+9 %D 5.0 25,00
4.0 3.6 845 5.0 0.5 0.29
3.7 2.6 10.0 10.0 0.0 0.00
¥D? = 75.00
e 8 2 o2 . 6 (75)
vz ~4a) v Al 10(10%® - 1)
fr y v - &\ AR ’
1 9 N "t .
2= 450 _, _ 450
10 (100 - 1) 990
R - 1 = 0.45
R = 0.55
R* = {0.55)2 = 0.3025
R? = 0.30

_ yn -2
1 - r
Jrfrﬁfjﬁ 0.70 0.84
_ .56
nY 1.86
t-cal. = 1.86
t=Cric. = 2:31



