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ABSTRACT

Before the advent of the internal audit department in the local government, the
government was seriously characterized by financial misappropriations and
other financial irregularities. They were people who never worked for the
government for even a day but had their names in the payment voucher. To stem
the tides, the policy makers considered the establishment of internal audit
department. Thus this paper studied the role of an internal auditor in the local
government administration by examining related documents and discovered
that the internal audit department is still facing a lot of challenges. Hence,
recommendations that will salvage the department from the whims and caprices
of ineffectiveness are offered.
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INTRODUCTION

Internal auditing hasevolved to meet the needs of business, governmental and non-profit
making organizations. Originally, the need for internal auditing arose when managersof
early large companiesrealized that annua auditsof thefinancia statementsby the certified
public accountantswere not enough. Therewasaneed for timely employeeinvolvement
beyond that of the externa auditorsto ensure accurateand timely financial recordsand to
prevent frauds. Subsequently, the demand for reliability of the published accountsgave
riseto the expansion of internal auditing. Thisdemand resulted in the expansion of the
internal auditor’sresponsibilities, including amore detailed test of internal control and
other accounting information not taken into consideration by the external auditors
(Whittington and Pany, 2001).

Gradudly, theroleof interna auditor expanded to accommodateoveral operationa
policiesand procedures. Organi zationsin the defense industrieswere among thefirst to
demand for such activities. They recognized the need for reliable reportsthat management
usefor decision making. Then the auditorsworked hard to ensured dependability of the
audit reports. Asorganizationsgrew larger and become more complex, they encounter
additional operational problemsthat resultedininternal auditing. Theinterna auditor’s
rolewasto ascertain whether each operating unit followed thegenerally accepted accounting
standardsand the organizationsfinancia policiesprovide sound and effective control over
all operations. Theextension of theinternal auditing into operational activitiesrequired
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internd auditorswith specidized skillsand knowledgein other disciplinessuch aseconomics,
law, computer, engineering, statistics, and so on. Adeniji (2010) posited that because of
therequirement of the specialized knowledge, local government now outsource either
wholly or part of theinternal audit work.

INTERNAL AUDIT PERSPECTIVE

Theterm*Auditing” isan independent examination and investigation of evidencefrom
which thefinancia statement has been prepared with aview to enabling the independent
examiner to report whether in hisopinion and according to the information obtained by
him, thefinancia statement isproperly drawn up and givesatrueand fair view of what it
supposed to show and if not, to report that heisnot contented. Internal audit withinthe
contemplation of Oyetun;ji (2005) refersto anindependent appraisal activity withinan
organizationfor thereview of operaionsasasarviceto themanagement. Giveitsoperationa
confinementintermsof place, interna audit becomesatypeof audit performed withinan
enterprise(Cook andWinkle) in (Okezie, 2004). Also, congderinginterna audit Sgnificance,
theinstitute of internal Auditors(I11A) put it asan independent objective assuranceand
consulting activity designed to add value and improve an organization’s operations
(Whittington and Pany, 2001).

Though alitany of conceptsmay go on, what areimportant arethemain objectives
of internal audit and audit asapart of the control system which functionsby measuring and
eva uating the effectiveness of the other controls. Itsmain objectiveasobserved by Okezie
(2004) isto assist the management in the discharge of their responsibilities, by furnishing
themwith analysis, apprai sal, recommendations, and pertinent commentsconcerning the
activitiesreviewed. Besides, Adeniji (2010) posited internal audit objectiveto include
ensuring adeguacy of theinternal control asacontribution to proper economic, effective
and efficient use of resources. Added to the forgoing, Udoyang and James (2004) and
ICAN (2009) shared the sameview of theobjectiveof theinterna audit asatest compliance
policies, procedures and criteriaestablished by the management. Thus, internal audit
functionscover al the management activitiesthat could be useful to the management. To
attaintheoveral objectivesof internd audit, Okezie (2004) identified theactivitiesinvolved
thus
@ Reviewing and gppraisal theeffectiveness, adequacy and gpplication of accounting,

financid and other operating controlsand promoting effective controlsat reasonable

Cost.

(b) Determining theextent of compliance with management established palicies, plans
and procedures.

(© Ascertaining the extent to which the organi zational assetsare accounted for and
safeguarding themfromlossesof al kinds.

(d) Ensuring therdiability of management datadevel oped within the organization.

(e Appraisa thequality of performancein carrying out assigned responsibilities.

)] Recommending the operating improvementswithin the systemsand controls.
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TheDifferencesand Similarities between theInternal and External Auditor of
theL ocal Gover nment

Internal auditor isan employee of thelocal government whilethe external auditor aso
known asthe auditor general for thelocal government is appointed by the state. The
interna auditor isdirectly responsibleto thechairman of thelocal government who doubles
asthechief accounting officer of thelocal government. Theauditor genera reportstothe
house of assembly. Theinternal auditor carries out the routinereview of vouchersand
transactionsto ensure that they comply with the council’ s policies. On the other hand, the
external auditor conductsauditinto theloca government’saffairsat any time. Theprimary
objective of theinternal auditor of thelocal government isthe discovery of errorsand
fraudswhilethat of the auditor generd isto expressopinion on thefinancial statementsof
the government. Detection of errorsand frauds are secondary obj ectives of the auditor
general for thelocal government. The external auditor doesnot directly involveinthe
establishment of theloca government policieswhiletheinternd auditor directly involvesin
the setting up of the council’spolicies (Udoyang and James, 2004). Both auditor genera
and theinterna auditor havetheresponsbilitiesof ensuring ethical standard inthe council
because of their independence of the management of the council. They draw their powers
and dutiesfrom the condtitution. Both havegreet interest in the sound and effective system
of theinternal controlsinthelocal government. They safeguard thelocal government
propertiesand enhance flow of information through reports. Okezie (2004) recognized
thefollowing quditiesasthe onesrequired of interna auditorsfor therendition of impartial
and unbiased judgmentsin connection with their roles.

Professional Qualities

€) Theinterna auditor should beaninterna audit specialist.
(b) He should havethe knowledge of other sciences.

(© Heshould bean information technology (IT) expert.

(d) Heshould be skillful in production control and management.
(e Heshould have academic and professiond qualifications.

Personal qualities

€) Theauditor must betactful.

(b) Hemust betolerant and understandable.
(© Hemust communicatewdll.

(d) Hemust haveanaytical kills.

(e Hemust possess|eadership Kills.

M Hemust have personal integyrity.

The Scopeof I nternal Audit Functionsin the Public Sector

Generdly, the scope of internal audit is established by the management (Udoyang and
James, 2004) and (Oyetuniji, 2005). Internal audit coversareasof the organization such
asoperation, financeand so on (Adeniji, 2010) and (Whittington and Pany, 2001). Onthe
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strength of theaboveviews, ICAN (2009) summarized the scopeof interna audit functions

a&s
@ Pre-audit.

(b) Payroll vouching and third party claimsverification.

(© Auditing of storemovement and records.

(d) Conductinginternd investigationsand eval uation for management.
(e Constant appraisa and review of the existing control measures.

TheRoleof an Internal Auditor in theL ocal Gover nment

Theingrument that established theloca government madeprovisionfor theinterna control

audit department headed by an internal auditor to provide acomplete and continuous

audit of the account and recordsof revenue, expenditure, allocate and unallocated stores.

ICAN (2009) posited that theinterna auditisexpected to render continuoudy an‘ exception

report” onthefinancial activitiesof thegovernment. Oyetuniji (2005) viewed theinternal

auditroletoinclude:

@ Being concerned with response of internal control systemsto errorsand required
changesto prevent errors.

(b) Being concerned with response of internal control systemsto external stimuli-the
world doesnot stand still and theinternal control system undergoes changes.

(© Audit information given to the management of the council particularly interim
accounts and the management reports.

(d) Acting asatraining officer oninternal control mattersin the council.

(e Taking ashareof theexterna auditorsresponsibilitiesinrelationtofiguresinthe
annua accountsand facilitateswork of thea arm committee (A committeethrough
which the stakehol dersand membersof the public raisean darmwhenever there
isany irregularities, fraudsand so on).

)] Being directly responsibleto the chief accounting Officer-the Chairman

(s) Acting asawatchdog on thelocal government assets.

() Submit tothechief accounting officer thedetail of audit programme.

0] | ssue specia where necessary to draw the attention of the auditor general to any
irregularities.

() Whereasystem of storestock verification doesnot exist heingtallsit.

(k) Periodical ingpection of booksof account intheloca government to ensure proper
recording and balancing.

()] Conductsinvestigation into mal practicessuch asfraud, forgeriescarried out within
theorganization.

Problemsof I nter nal Audit Department in the L ocal Gover nment

Despitethe aboverolesplayed by theinterna audit department inthelocal government,
therearestill some bottlenecksinhibiting the effectivefunctioning of the department. The
bottlenecksare examined below:
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Dearth of Accounting Per sonnel: Thereisshortageof qualified accountantsin
theloca government. Thisisinformed by the poor reward system. Consequently,
interna audit work hassuffered serious neglect.

I nadequatefinancial records:. Internal audit objectivescannot beachieved if
recordsare not properly kept. In asituation wherefew recordsare kept in the
loca government and arefull of errorsand dso areinconsistent withthegeneraly
accepted accounting principles (GAAP) and thelocal government policies, the
financial recordsare adjudged to beinadequatefor audit assignments.

Inconsistence in Government Policies: A change in local government
administratorsusually exacerbatestheformation of new polices. Sometimes, the
internal auditor isnot furnished with these changes especially when he/shejust
resumed work inanew location (i.e. any of theloca government he/sheisposted
to).

Palitical ingability: Thechangeinthesystem of government dsoinformschanges
in policesand the composition of audit department. Thisimpairsinternal audit
work inno small measure,

L ack of Management Support: According to Udoayang and James (2004),
theprimary responsibility of internal audit isto test the compliancewith policies,
procedures and criteriaestablished by the council’smanagement. Theability to
reshapetheethica environment of thelocal government iscriticaly affected by the
attitude of the executive officers. Wherethe top management isnot prepared to
set high standard, thenit becomesdifficult for internal audit department to play its
effectiverole.

I nadequate Resour ces: Wherefacilitiesfor the proper training of theinternal
audit staff arelacking or inadequate, interna audit exercise bearsthe brunt.

Lineof Reporting: Lineof reporting goesalong way in determining internal
auditor’sindependence. Wheretheauditor reportsto the chief accounting officer
who concernfor ethica standard imaginehow theinternd audit work will sufferin
suchloca government.

CONCLUSIONAND RECOMMENDATIONS

Ohbvioudy, theroleof aninternd auditor intherunning of theloca government administration
is quintessentially imperative to guarantee effectiveness. However, there are some
bottleneckswhichforestal proper internd audit assgnment. Giventhese, thispaper provides
thefollowing recommendetions:

@

Thereward system of theinternal auditorsinthelocal government should be
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improved. They should beremunerated liketheir counterpartsin the private sector.
Adequatefinancia records should be maintained by the accounting department
and they should befreefromerrors.

Theinterna audit department should not serveasan gppendageto any department
inthecouncil to guaranteeindependence.

Theinternal auditor should report to thelegidativearm of thelocal government
sinceit (thearm comprises councilorswho represent wards and by extensionthe
villages

Wherethecouncil’spolicesarechanged, theinterna auditor(s) should beinformed.
The changein government should not changethe policiesand composition of the
internal audit department if they are objectively composed.

There should be adequate resourcesfor the proper training of audit staff. The
local government should encourage the development of itsinternal auditorsby
sending themto professional education programme.

Internal audit work should be restructured to maximize the chances of internal
audit recommendeation.
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