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AB

 
Internal audit is supposed to help members of organizations to improve their entity’s effectiveness and 
efficienc
Gov
fun
had
 
The nce, and a Malaysian social context that is replete with cases 
that display a lack of transparency and public accountability from its major actors, help to explain these facts 
and pr leak future for internal audit. 
  
Ho
are vernment in particular should play so that the audit 
function may fulfill its potential as a tool that improves Malaysia’s economic standing at this time when 
global tion, accountability and transparency are considered essential issues in just about any worthwhile 
econo
 

STRACT 

y. But the findings from in-depth interviews conducted with internal auditors from 35 State and Local 
ernmental Bodies (SLoGBs) located in Peninsular Malaysia in the third quarter of 2003 show that the audit 

ction faces  numerous challenges. This is in addition to the fact that a mere 35 out of the then 202 SLoGBs 
 an internal audit capacity.  

 politics of accountability theory, power dista

edict a b

wever, a rosy future may yet be achieved through the involvement of key parties and if specific measures 
 put in place. This is the crucial role that the federal go

iza
mic, social or political activity.  

 
Key words 

 
Internal audit, state governments, local governments, federal government, Malaysia, 

National Audit Department, qualitative methods, in-depth interviews, Institute of Internal Auditor, 
social context, accountability 

 
 
1 INTRODU
 
In recent years, entities in both the public
ectors have experienced many new challenges and 
emands resulting from the combination of a harsh 

 rapid developments in 
itions and globalization. To 

ols to exist a 
unit is 

ose activities are strongly supported by 
both management and other personnel within the 
organization.   

CTION 

 and private 

For an effective system of internal contr
well-managed internal audit department or 
required, wh

s
d
economic climate and

chnology, market condte
ensure the survival of these organizations, internal 
auditing has increasingly been viewed by regulators, 
directors of listed companies and governing members 
of many public sector entities world-wide as one of 
the solutions. Specifically, the need for strong 
‘corporate governance’ in the management of 
corporations and public sector enterprises has 
focussed attention on the internal audit function. 
Good corporate governance demands sound financial 
and operational control over the activities of an entity. 

 
The development of modern internal auditing begins 
with the formation of the Institute of Internal Auditors 
(IIA) in the USA in 1941. Shortly thereafter IIA 
chapters were established across the USA and 
worldwide.  Internal audit is now widely seen as a 
highly professional and skilled task. The original 
definition of internal auditing provided by the IIA in its 
Standards for the Professional Practice of Internal 
Auditing (SPPIA) in 1978 states (IIA, 1979):  
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Internal auditing is an independent appraisal 
function established within an organization to 
examine and evaluate its activities as a service to 
the organization. The objective of internal auditing 
is to assist members of the organization in the 
effective discharge of their responsibilities. To this 
end, internal auditing furnishes them with 
analyses, appraisals, recommendations, counsel 
and information concerning the activities 

viewed.  
 
In
w
pr  
de  
th  
pr
he  
20
de  (IIA, 2003): 

 the IIA has also published 
tandards and a code of ethics for the practice of 

in
ar  
10  
pu
xx
st
ou e 

ntroduction” to the SPPIA (IIA, 2003a): 

Indeed, all who practise internal auditing are expected 
to
to
en  
be  
in
pr  
U
p. organizations have failed to bring 

gnificant change to their internal auditing practices. 

rganizations should maintain an effective 
ystem of internal control, including the establishment 

d been collected, and while 
is report was being finalized - the Federal 

 of internal audit. However, the reality of their 
plementation may be something different. 

re

 a more recent definition, included in the SPPIA 
hich came into effect on 1 January 2002, the body 
ovides a broader goal for internal auditing. This new
finition shifts the focus from one of assurance to
at of value added, and attempts to move the
ofession toward a standards-driven approach with a 
ightened profile (Nagy & Cenker, 2002; Bou-Raad,
00; and Krogstad et al., 1999). The subsequent 
finition says

 
Internal auditing is an independent, objective, 
assurance and consulting activity designed to add 
value and improve an organization’s operations. It 
helps an organization accomplish its objectives 
by bringing a systematic, disciplined approach to 
evaluate and improve effectiveness of risk 
management, control and governance process.   

 
For over half a century now
s

ternal auditing. Today, these standards and code 
e in use in thousands of organizations in more than
0 countries, and across all business types and
blic sectors (Ridley & Chambers, 1998, pp. xxix-
x). This is not surprising, since the internal audit 
andards in particular, also include inputs from 
tside the United States. As mentioned in th

“I
 
The Internal Auditing Standards Board is 
committed to extensive consultation in the 
preparation of the Standards. Prior to issuing any 
document, the Standards Board issues exposure 
drafts internationally for public comment. The 
Standards Board also seeks those with special 
expertise or interests for consultation where 
necessary.   

 

 understand the standards and code of ethics, and 
 adopt or modify them to suit their own 
vironments. Over the years, these documents have
en enriched by research and successive

terpretive guidelines and statements, detailing how 
ofessional internal auditing should be practised.
nfortunately, as noted by Ridley & Chambers (1998, 
 3), many 

si
They state (p. 3): “True, there are now more internal 
audit units; yet most of their practices are still based 
on fundamental auditing principles, as developed in 
the early years of the twentieth century.” They also 
specifically note that (p. 3): “Despite a 1990s focus on 
rapid change within many organizations, in some 
internal audit units technology has still not penetrated 
deeply into auditing practices, while in others internal 

auditors are still not seen as part of the management 
team.”  
 
In Malaysia, a growing catalogue of organizational 
failures and mismanagement highlights the need for 
effective internal audit in both the public and private 
sectors. While to date there have been several 
research reports on the status of internal audit in 
general (see below), none have specifically probed 
the nation’s public sector. This is despite the well 
documented requirement that management of public 
sector o
s
of an internal audit function (Dowsett & Morris, 1981; 
Buttery, 1985; Coombs & Jenkins, 1994; Jones & 
Pendlebury, 2000).  And this lack of progress in 
establishing an internal audit function is in spite of the 
requirement having been published nearly a quarter 
of a century ago in Treasury Circular No. 2 (1979) 
entitled Implementation of Internal Auditing in Federal 
Government Agencies.  
 
Apparently this Circular was supposed to have been 
replaced in April 2001 by one that covered not just the 
federal government but also the state and local 
governments, and which was to have provided 
greater detail of the required functions of the internal 
audit units so formed. It is not known why this 
document was not implemented by the authorities at 
that time. Eventually, in October 2004 – one year 
after this study’s data ha
th
Government, through its Director General of the 
Treasury, issued circular No. 9 (2004) to replace the 
1979 circular. (New Straits Times: 18 December 
2004). 
 
 This new circular not only applies to federal 
government’s departments, but also to the state 
governments. It is noticeable that the new circular 
(which may be found in the Treasury website – http: 
//www.treasury.gov.com) has nearly twice as many 
paragraphs as the 1979 one. There are also some 
paragraphs (discussed below) which suggest that the 
authorities are pushing to improve the public sector 
practice
im
(Malaysian life abounds with cases of “the triumph of 
hope over experience”.) See for example Azham 
(1999) on the external audit perspective on the 1985-
86 economic recession and its aftermath. 
 
Regardless of the release of the 2004 Circular, it 
should have been obvious that the state of internal 
audit operations in the public sector was long overdue 
for review. This review should have led to the 
identification of problems and obstacles confronting 
internal audit, and recommended real reforms, 
reforms far more rigorous than the mere issuance of a 
document such as that required by the new internal 
audit circular.  
 
Furthermore, such a study is needed to assist the 
nation to find ways to be more competitive in all 
sectors of the economy, made more urgent by the 
implementation of Asean Free Trade Area (AFTA) in 
early 2003. Internal audit that achieves its potential 
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may actually be the right instrument for all sectors to 
achieve such competitiveness. Finally, the East Asian 
financial crisis in 1997/1998 proved that all strata of 
society have to be more serious about implementing 
ood governance. Mere lip service or rhetoric is worth 

 the internal auditors. A 
rther objective of the study is to try to provide an 
pl te of affairs. Finally, the 

tudy attempts to predict the future of internal audit in 

 the internal audit function in 
e Malaysian public sector. In regard to the state and 

 

uld 
reatly assist policy makers and other parties to 

ve 
the udit function. This is in line with the 

rime Minister’s goal of reforming Malaysia.  

within 
overnment departments should help the authorities 

 addition, this study is particularly significant  since 
th  
N  
re t 
st  
ha  
of  
N  
re in a 

alacca state government agency is a case in point 

erns the 
creasing internationalization of internal auditing that 

be  
C
th  
F r 
un  
pr  
pr the IIA Global Steering 

ommittee (IIA, 1999). This study may thus also be 

rove the internal audit 
function throughout the government sector. 

ions will be tested 
and extended by other academics, focusing on 

• 
in the 

 

g
little in today’s socio-economic environment. Today’s 
challenge is not just for companies, but also for public 
sector entities to acknowledge the need for, and to 
implement good governance. 
 
2 PURPOSES OF STUDY 
 
The primary objective of this study is to compile a 
data base of the forms and extent of internal audit 
being practiced in government entities operating 
throughout Peninsular Malaysia. These entities 
include state and local government departments and 
their various statutory bodies. The focus is on the 
day-to-day problems faced by
fu
ex anation for the present sta
s
government enterprises and departments. All in all, 
the study has three basic aims related to answering 
the following questions:  
 
• What kind of internal auditing is being practiced?  
• Why is there this type of internal auditing?  
• What is the likely future of internal audit?  
 
3 MOTIVATION AND SIGNIFICANCE OF THE 

STUDY 
 
There does not yet appear to have been any attempt 
to provide an overview of
th
local governments and related bodies in Peninsular
Malaysia this study is probably the first to have been 
conducted. The availability of such information sho
g
determine what exactly needs to be done to impro

internal a
P
 
The Prime Minister mentioned in a speech in early 
2004 that his agenda for the country included the 
creation of a more efficient public administration, the 
eradication of corruption and the cutting of red tape 
(NST, 12 February 2004). It should be obvious that 
the achievement of such an agenda needs up-to-date 
information on all aspects of the economy. The 
concerns of the internal auditors appear to be of 
particular importance since their position 
g
understand the day-to-day processes. But they have 
never enjoyed public recognition, in contrast to 
external auditors working for the National Audit 
Department. Actually the Prime Minister himself sees 
the need for auditors (presumably also including 
those outside the National Audit Department) to be 
effective in their work. In his maiden official speech in 
Parliament, the Prime Minister said (NST, 
4 November 2003):  
 

Corruption is an odious crime. We must explore 
more effective methods to deal with it and in this 
regard, prevention is as important as punishment. 

Streamlining work processes, reduction of red 
tape, improvements in the delivery system, a 
conscious effort to raise the quality of work and 
more frequent and effective audits would reduce 
the opportunity for bribery. (Emphasis added.) 

 
In

e nation’s Auditor-General, who is the head of the
ational Audit Department, has stated in various audit
ports that inefficiency in the administration of mos
ate governments and local authorities in the country
s resulted in severe weakness in their management

 revenues and expenditures. Recent revelation by
ew Straits Times (NST) (26 September 2002)
garding possible misappropriation of assets 

M
(and which incidentally shows the crucial role played 
by internal auditors in uncovering fraud): 
 

Malacca state government has detected assets 
amounting to RM21 million missing from its 
agency, Yayasan Melaka dating back to 1996. 
However, RM8 million has been recovered by the 
internal auditors appointed by Chief Minister and 
were working hard to detect the remaining RM13 
million worth of assets. 

 
Another motivation for this study conc
in

gan in the 1990s (Foster and Greenawalt, 1995;
hambers, 1996; and Miller, 1999). As a result of this, 
e Institute of Internal Auditors (IIA) 1997 Global
orum identified a worldwide need to have a greate
derstanding of internal auditing (Lower, 1997).  The
omotion of internal auditing around the world is
esently a priority of 

C
viewed as an effort to assist interested parties outside 
Malaysia in understanding the nature of internal audit 
within a section of this nation’s public sector. Perhaps 
through that understanding these parties can in turn 
assist Malaysians to achieve the successful operation 
of their internal audit function.   
 
With all these objectives for the study, the following 
significant outcomes are desired: 
 
• To facilitate a better understanding of the main 

issues affecting internal audit practice in the 
Malaysian public sector in the state and local 
governments in Peninsular Malaysia. Through their 
identification, the nation’s policy makers may be 
assisted in their efforts to imp

•  To stimulate other research into internal audit. It is 
hoped that this study’s conclus

related sectors such as the Malaysian federal 
government, co-operatives, NGOs and perhaps 
even the corporate sector, with particular reference 
to development issues in Malaysia and other 
developing countries; and 

 To identify consultancy, training and development 
programs needed by internal audit units 
government entities studied.  
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It 
ne
po
 
4 

Th
its e.  Grier (1934, p. 4) 
otes that the Zenon-papyri record that internal audits 

. According to Flesher and Zarzeski (2002, 
. 94), these early audits were in many ways similar 

 (post World War II) 
ternal audit in  that they included both an 

ffice of the Auditor General of 
anada, 1993 and 1996; Light, 1993; Newcomer, 

to focus audits on compliance and regulation, to the 

; and little attention to 
udit findings within agencies by senior managers. 

sactions, is staffed by 
experienced and untrained personnel, and has 

or authority to 
ct in the manner expected of internal  auditors. 

uty to perform internal audits in 
very public entity; requires professional training; 

is the authors’ belief that, despite the accepted 
gative view of internal audit, change and reform are 
ssible. 

LITERATURE REVIEW 
 

e practice of internal audit has a long history, but 
 goals have changed over tim

n
were conducted on the Egyptian estate of the Greek 
ruler Ptolemy Philadelphus II approximately 2,500 
years ago
p
in scope to that of the modern
in
examination of the correctness of accounting records 
and an evaluation of the propriety of activities 
reflected in the accounts. In short, the objective was 
on improving management control over the activities 
of the organization. This contrasts with the situation 
during the latter part of the 19th century and the first 
half of the 20th century where the emphasis was on 
the detection of fraud. In explaining the turning point 
from traditional (fraud detection) to modern (business 
management enhancement) auditing, Flesher and 
Zarzeski (2002, p. 95) state that the war economy in 
the early 1940s played a part whereby the internal 
auditors “… started directing their efforts towards 
assisting management in any way possible.” And 
following World War II, the benefit of the auditor’s 
assistance was so obvious to management that there 
was no consideration of reducing the auditor’s scope 
to pre-war levels. 
 
In public sector organizations, the internal audit 
function appears to hold high potential for promoting 
accountability and improving government 
performance. Not surprisingly, several countries have 
developed policies that strengthen the public sector 
internal audit function and enhance their capacity for 
contributing to these goals (Auditor-General of 
Australia, 1990; O
C
1994 and 1998). Policy measures include the 
following: requiring the establishment of internal audit 
units; establishment of standards for the professional 
conduct of audit work; training; resource allocation; 
expanding reporting arrangements and broadening 
mandates to make auditors responsible for 
performance assessment.  Also, the understanding 
that internal auditing is an important tool for 
accountability has led, in the case of the United 
States, to the internal audit functions being 
transferred to Inspectors-General who report findings 
to both the Executive and to Congress. Thus, internal 
audit is now also a tool for external accountability and 
no longer merely a tool of internal accountability 
intended to aid senior management of the 
government organizations.  
 
Nonetheless, available evidence on the recent reality 
of internal audit operations suggests that there is 
much room for improvement. In the United States, 
Canada and Australia, the following are the common 
findings: inadequate audit coverage, particularly of 
areas of major significance and high risk; a tendency 

detriment or exclusion of audits of economy, 
efficiency and effectiveness
a
Furthermore, in Canada and Australia, professional 
qualifications of audit staff are inadequate and there 
is insufficient involvement of senior management in 
audit planning.  As for the Unites States, based upon 
his study of the work of the nation’s Inspectors-
General, Light (1993, p. 224) concludes that 
“government appears no more accountable today 
than before the IG Act.” 
 
4.1 Developing nation’s examples 
 
As perhaps can be expected, the distance between 
internal audit ideals and their realities is not unique to 
these three developed western countries. In the 
Sudan the situation is far worse.  As noted by Brierley 
et al. (2001, pp. 73-4), the typical internal audit 
department in the Sudan is engaged in largely routine 
authorisation of tran
in
insufficient credibility, independence 
a
Employing interview and observation research 
methods, they conclude that in the few places where 
internal audit may be in operation, it has failed to 
meet even one of the five core standards of the IIA in 
terms of independence, professional proficiency, 
scope of work, performance and management. To 
explain this depressing picture of internal audit in the 
Sudan’s public sector, the authors consider the 
context within which the internal audit process 
functions.  These factors include the country’s poor 
economy, political instability and institutionalised 
corruption.  They predict that in such an environment, 
and without the political will to make the necessary 
correction, internal audit in the Sudanese public 
sector “… will continue to be marginalized in the 
foreseeable future.” 
 
In another developing country the picture of internal 
audit in the public sector is also not that rosy.  As 
noted by Schwartz and Sulitzeanu-Kenan (2002), in 
Israel the recent efforts to strengthen internal auditing 
through a top-down legislative solution “… have not 
significantly improved the overall performance of audit 
units in the lion’s share of ministries and statutory 
authorities.” Specifically, the 1992 Internal Audit Law 
places a statutory d
e
requires access to information; grants a broad 
mandate that includes audits of economy, efficiency, 
effectiveness and decision-making, and makes 
auditors directly responsible to either the Director-
General or the Minister. In addition, a 1995 
amendment requires that senior management discuss 
audit findings within 45 days of submission. However, 
Schwartz and Sulitzeanu-Kenan (2002) claim that the 
Law has neglected a number of provisions which 
would have improved the effectiveness of the internal 
audit function. From a review of the literature, they 
identify three structural variables: audit coverage 
capacity (audit staff to total staff, and audit budget to 
total budget ratios); professional expertise; and 
organizational status. They also identify the absence 
of a central body for training and advising public 
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sector internal auditors and for monitoring their work 
as a serious omission in the Law. (They point out that 
this training and advisory body is in operation in the 
UK and Canada.) Overall, they stress that most 
stipulations of the Law do “little more than to upgrade 
existing rules to the statutory level”.  
 
After employing a variety of research methods 
including in-depth interviews with 25 internal audit 
units of government ministries and statutory 
authorities, Schwartz and Sulitzeanu-Kenan (2002) 
conclude that Israeli internal audit units operate “well 
below reasonable capacity and accepted practices.” 
In reaching this  conclusion  on the effects of the 
Internal Audit Law on internal audit practice the 
authors assessed structure (mentioned earlier); 
rocess (involving eight variables related to 

ith the promulgation of the 
ccountants Act 1967). However it remained inactive 

ual general meeting was only held in 
987 (Azham, 1999). The Institute appears to have 

s of 
ternal audit of 658 organizations in both private and 

 
oting that this report received only ten responses 

ompanies, statutory authorities and government 

m Ernst & Young, the Malaysian 
stitute of Corporate Governance (MICG) and the 

. But it clearly lacks detailed 
tandards for the qualification and necessary due 

efine and justify without the 
resence of clear standards (in the form of an internal 

p
involvement of senior management; audit scope; and 
treatment of audit findings); and outcome (three types 
based upon the perception of internal auditors 
contacted). They utilise the “politics of accountability” 
and “policy change” theories to explain the causes of 
ineffectual internal audit legislation and of its related 
weak implementation.  
 
4.2 Malaysia 
 
In Malaysia very little is known of the state of internal 
audit in the public sector. The same may also be said 
for internal audit in the private sector. To date very 
little research appears to have been conducted.  
 
The Malaysian Institute of Accountants (MIA) was 
established in 1967 (w
A
and its first ann
1
conducted its first research project in June 1988 – 
less than a year after the statutory body was 
“activated” in September 1987 (MIA, 1989). The study 
involved sending questionnaires to the head
in
government sectors, including all companies then 
listed on the Kuala Lumpur Stock Exchange (KLSE) 
(now the Bursa Malaysia). The response rate was 37 
percent or 241 organizations. The study’s results 
formed the MIA’s Report No. 1 issued in July 1989.   
 
Report No. 1 showed that 129 organizations (56 
percent of the responding organizations) had no 
internal audit departments. And out of these 129 
organizations, 46 mentioned that the internal audit 
was carried out by the holding company or 
“government auditors”.  The report also investigated 
the head of internal audit’s reporting structures as 
they affected the audit report, his required 
qualifications and his audit responsibilities. It is worth
n
from  government organizations (recorded as 
“Government/Statutory” (see Report No. 1, Table B, 
p. 3)), and that five had no internal audit departments.  
 
In August 1989 the MIA conducted a second study 
which they claimed was more in-depth than the earlier 
one (MIA, 1991). Two sets of questionnaires were 
sent out, one to internal audit managers and another 
to chief executives. There were 106 responses 

(19 percent) from the internal audit managers and 
133 (24 percent) from the chief executives. Report 
No. 2 states that these questionnaires were sent to 
555 organizations covering both listed and unlisted 
c
departments. In contrast to Report No. 1, it does not 
disclose how many government sector responses 
there were. The report also glosses over the various 
and serious issues uncovered by the first study, 
including the areas of responsibility and reach of the 
internal auditors. The MIA’s second report attempted 
to justify the distressed state of the internal audit 
function in Malaysia as a function of Malaysia’s 
“emerging economy” status (p. 2), and that internal 
audit in Malaysia was similarly an “emerging 
profession” (p. 10).  
 
Besides these two MIA studies conducted in the late 
1980s, there appears to have been just two other 
studies conducted in the next decade.  One was by a 
group of Australian academics (Mathews et al., 1995) 
on internal audit in both private and government 
organizations (and which was later used in a 
benchmarking study by Cooper et al., 1996), and 
another, in late 1999, which was a collaboration 
between the audit fir
In
Institute of Internal Auditors Malaysia (IIAM) (Ernst & 
Young et al., 2000). The focus was on internal audit in 
companies listed at the KLSE (now Bursa Malaysia) 
and the Malaysian Exchange of Securities Dealing & 
Automated Quotation Bhd. (MESDAQ). While the MIA 
studies were concerned with an “overview” of internal 
audit, the next two focused on the nation’s internal 
audit “profile”. But just as in the MIA studies, the latter 
two studies also failed to provide much detail on the 
operation of internal audit in Malaysia. This is 
particularly disheartening considering that Ernst & 
Young, in its study of internal audit in Russia and the 
Commonwealth of Independent States (the CIS) 
(Ernst & Young, 2002a) and another one in the 
Caribbean (Ernst & Young, 2002b), produced 
considerable amounts of interesting data. Its failure to 
do the same on the state of internal audit in Malaysia 
is a little mystifying. 
 
The lack of research into internal audit has provided 
limited insight and given little guidance in respect of 
internal audit. Therefore, government departments 
really only have the internal audit circular, issued as 
far back as 1979 by the Treasury in the Finance 
Ministry, for guidance. 
 
This circular defines the role and responsibilities of 
the internal auditor
s
diligence processes and procedures expected for 
internal auditors. Thus, as noted by Chang and 
Davidson (1999, p. 29) when discussing “Audit Law” 
in the People’s Republic of China and which is 
equally applicable to Malaysia, training and education 
needs are hard to d
p
audit circular). Also, without a definition of 
professional standards in the circular, performance 
evaluation, quality assessment and assurance are 
very difficult to achieve.   
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All in all, it is true to say that the major questions 
concerning the public sector’s internal audit capacity 
and its operations have remained unanswered. This 
is obviously not conducive to any serious efforts to 
ready the country to face the challenges of 
globalisation. This study attempts to shine the light of 
understanding into that “black hole” and maybe, as far 
as internal audit is concerned, Malaysia could set an 
example for other developing nations. 
 
There are numerous models for this type of study 
besides those used in the Sudanese and Israeli 
studies mentioned above. An internet search led to 
two notable recent studies, conducted in Canada 
(Canadian Treasury Board Secretariat, 2000) and 
Malta (National Audit Office, 2000). 
 
The Canadian study was conducted in 2000 by the 
Treasury Board Secretariat – the central agency 

sponsible for the internal audit function in the 

al audit in the 
overnment and to propose an appropriate course of 

 benchmarks indicates that the present 
tandards are deficient in a number of respects… 

ations contained in the report, have had 
e unintended effect of encouraging other 

ailed to all eleven internal 
uditors: nine responded. Later in July 1999, 

interviews were also conducted with a number of 

n with the Canadian one, an 
bundance of information of international applicability 

mpur, Labuan and Putrajaya, 
re under the exclusive jurisdiction of their respective 

he state governments 
ave wide legislative powers to control local 

r functioning.  

s responded to the research project. 
one of them had an internal audit department or 

ations were not selected 
rough random sampling, it cannot be assumed that 

.2 Methods of data collection 

re
federal government. This was in response to many 
years of criticism of the state of internal audit in 
Federal government departments from both inside 
and outside parliament. The stated purpose of the 
study was: “…to further analyse the issues raised by 
these observers regarding intern
g
action.” The Secretariat consulted with both private 
and public sector representatives, including several 
deputy ministers and assistant deputy ministers. They 
also reviewed submissions and official documents 
produced by interested local and overseas parties, 
including the Institute of Internal Auditors, based in 
the United States, and the Australian National Audit 
Office. 
 
In their report, the Secretariat detailed the various 
steps that needed to be taken in order to strengthen 
the internal audit operations. A notable one was the 
need to review the federal government’s internal audit 
standards. 
 
In the “Executive Summary” the Secretariat states: 
“Our assessment of the existing standards against 
suitable
s
Improvements in these and other areas are needed to 
better align the government standards for internal 
audit with those of recognised auditing bodies.”  This 
candid admission of deficiency, together with the 
recommend
th
researchers elsewhere in the world to work on 
improving the internal audit operations in their 
countries’ public sectors.  
 
The Maltese study focussed on internal audit in 
government ministries and departments and took 
place between January 1998 and July 1999.  It was 
conducted by the National Audit Office (NAO) of 
Malta with assistance from an outside consultancy 
firm. The aims of the study were to evaluate the 
internal audit function and to make recommendations 
as to its future role. Data was gathered mainly 
through questionnaires m
a

government officials, including seven internal 
auditors. The NAO also analysed “relevant 
documentation”.  
 
Key issues studied included the administration of the 
function by a central body; the independence of 
management support; the level of management 
support, and the resources provided for and 
restrictions on the function. Various distressing 
problems were uncovered and many specific 
improvements were proposed. With its concise, no-
nonsense manner of presenting the problems and the 
recommended improvements, this research study   
has, in commo
a
to the process of enhancing the effectiveness of the 
internal audit function. 
 
5 RESEARCH DESIGN 
 
5.1 Population and survey sample 
 
The Malaysian government hierarchy has three 
levels: federal, state and local. Local governments 
include the city, town and local councils, depending 
on the territory’s population. The federal constitution 
stipulates that local governments, outside the federal 
territories of Kuala Lu
a
state governments.  Thus, t
h
governments and to ensure their prope
 
The population for this study comprised the 
organizations forming the state and local 
governments and the state statutory bodies in 
Peninsular Malaysia (as of May 2003). Specifically, 
these are:  
 
• 11 state governments; 
• 93 statutory bodies for state governments; and 
• 98 local governments. 
 
Initial investigations found that a mere 33 out of a 
total of 202 qualifying entities possessed internal 
audit departments or units. A further two were found 
after the field work had been completed and were 
also included in the survey sample. A further 52 
organization
N
unit.  
 
Since these 52 organiz
th
the results are representative of those organizations 
not contacted by phone. The authors do suggest, 
however, that the results could be applicable to all 
organizations without internal audit service, provided 
that their organizational and operational 
circumstances are similar to those organizations 
whose personnel were interviewed.   
 
5
 
The main form of data collection was through face-to-
face and telephone interviews. But, documents such 
as newspaper reports and audit reports issued by the 
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National Audit Department were also reviewed. 
Finally, during the face-to-face interviews, basic 
observation of the interviewees was done. In other 
words, the body language of the interviewees was 
recorded and used to enhance the understanding of 

e verbal responses. Despite gathering this data it 
to an ethnographic 

r sociological study. However, the researchers were 

also helps 
sclose the "richness" of social settings for a 

o 
ther organizations in fact did have internal audit 

 reasons phone interviews 
ere conducted with members of these two 

 allocated to internal audit 

tude to internal 

ential for 

T  four parts to the questionnaire: (A) 

Practice; (C) 

O

u – (a), (b), etc. The development of the 

n; present 

 other hand, he/she 

common 

us is to allow the 
ewer to enter into the participants' perspective 

th
was not the intention to turn this in
o
aware of a high level of animation (expressive body 
language) accompanying the verbal responses, and 
this was used to add “colour” to the purely verbal 
responses to the questions. During the face-to-face 
interviews the interviewer also took conscious note of 
the internal audit department’s office facilities and 
resources (presence of filing cabinets, photocopying 
facilities, word-processing facilities, etc.).  
 
The literature refers to these efforts as qualitative 
methods of collecting data (Van Maanen, 1979, p. 
520). These approaches to data collection were 
intended to enable the researchers to apply 
triangulation to reduce systematic bias in the research 
work (Patton; 1990, p. 470; Miles and Huberman, 
1994, p. 266). It is interesting that Neuman (1991, pp. 
329-30) has suggested that triangulation not only 
increases the "sophisticated rigor" of the data 
collection and analysis process, but 
di
qualitative inquiry. He mentions that quantitative 
researchers would consider the inconsistent picture 
derived from data on the same social event and 
collected by different methods, different researchers 
or at different times, as "bias" or "error". This he says 
would not be the case for a qualitative researcher.  
 
5.2.1 In-depth interviews 
 
The main bulk of the data was derived from face-to-
face and telephone interviews. The face-to-face 
interviews were conducted with the internal auditors 
working in government internal audit departments or 
units, while the phone interviews took place with 
concerned parties in organizations that did not have 
an internal audit function. Only after the completion of 
the face-to-face interviews was it discovered that tw
o
departments. For logistical
w
organizations.  
 
The interview questionnaire for the internal auditors 
focussed on the following key issues: 

  
• The role, scope and perceived value of internal 

audit  
• The types of activities internal auditors perform 
• The size, structure and authority of the internal 

audit function 
• The independence of the internal auditors 
• The resources
• The internal audit education, training, skills and 

expertise 
• The government organization’s atti

a
• The support mechanism for the internal audit 

functio

udit 

n 

• The interrelationship between internal and external 
auditors 

• The present and future challenges and pot
change 

 
here were

Background information; (B) Organizational Audit 
Supportive Efforts for Organizational 

Audit Practice; and (D) Internal Audit in the 
rganization and Government Sector as a Whole. Of 

a total of 60 questions, 51 were of a closed-ended, 
structured type (Parts B and C) and 9 were of an 
open-ended, semi-structured type (Part D). 12 of the 
closed-ended structured type questions had multiple 

b-parts s
questionnaire is discussed in Appendix A.  
 
The closed-ended structured type questions (Sections 
B and C) were concerned with the following: facts, 
such as the number of internal audit staff; 
perceptions, such as knowledge elements needed by 
internal auditors to ensure the fulfillment of their 
present roles; and the extent of agreement with 
various prepared statements. As for the open-ended 
semi-structured type of questions (Section D), there 
were three categories: the history and future of 

ternal audit operation in the organizatioin
weaknesses and strength of the organization’s 
internal audit department or unit; and obstacles to and 
potential for change in the operation of internal audit 
in the public sector as a whole. 
 
Specifically with regard to Section D, the questions 
were designed to allow the interviewees a 
considerable degree of flexibility. The same applied to 
the questions raised in the phone interviews with the 
concerned parties in organizations which did not 
possess internal audit departments or units.  
 
Thus, if an interviewee were to show great interest in 
an issue and wished to develop it further, he/she was 
ncouraged to do so. If on thee

was not comfortable responding, or claimed to have 
little knowledge of a particular issue, the question was 
dropped. This presented the possibility that more 
information could be collected from some people than 
from others. In general, the questions were prepared 
so as to ensure that all relevant topics were covered 
uring the interviews. It was assumed that a d

core of information would emerge from the interviews, 
but no standardized questions were prepared in 
advance. The wording and the sequence of questions 
were also adapted to accommodate specific 
participants in the actual interviews (Patton, 1990, p. 
283; Kvale, 1996, Chapter Seven). 
 
The questions were deliberately open-ended to 
enable interviewees to express their understanding in 
their own words. There were no predetermined 
phrases or categories from which the interviewee 
should choose. The intention was for the 
interviewees' viewpoints to be clearly understood by 
studying their terminology and opinions, and by 
recording the complexities of their individual 
perceptions and experiences. As Patton (1990, p. 
78) succinctly notes, the purpose th2

intervi
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using the assumption that the perspective of others is 
meaningful, knowable and able to be made explicit.   
 
6 FINDINGS 
 
All the face-to-face and phone interviews with the 
internal auditors took place during the third quarter of 
2003 and the first quarter 2004. Out of the 202 
SLoGBs in the whole of Peninsular Malaysia, it was 
discovered that a mere 35 had either internal audit 
departments or units (9 state governments, 14 local 
authorities and 12 state statutory bodies). (See 
Appendix B for the list of SLoGBs with internal audit 
nd the auditors interviewed.)  Of the 167 SLoGBs 

 audit department or unit, a total of 
2 of them were contacted by phone in the first 

 internal auditors from 
e state governments.  

rom a total of 35 SLoGBs that possessed internal 

 staffing, audit 
harter and audit independence, occurred within an 

ve had 
ternal audit capacity for no more than three years. 

half of the 35 SLoGBs 
ossessing an internal audit function, the experience 

he 

a
that had no internal
5
quarter of 2004. (See Appendix C for the list of 
SLoGBs contacted by phone.)  
 
From this group of 52 SLoGBs that had no internal 
audit function, personnel from 48 of these provided 
useful data during the phone interviews. These 48 
government bodies were situated in Perlis (4), Kedah 
(8), Penang (2) Selangor (5), Malacca (7), Negeri 
Sembilan (3), Pahang (8), Terengganu (4) and 
Kelantan (7). No phone calls were made to 
organizations in Perak and Johor because information 
at hand was that the internal audit function in these 
bodies was being carried out by
th
 
Forty-five of the 48 organizations in this category 
considered internal audit to be an important tool for 
organizational improvement. Unfortunately, a meager 
10 organizations said their organizations would be 
forming internal audit departments or units in the near 
future, while five others said that there was a chance 
 
Table 1: Age of internal audit department or unit in t
 

  

that the internal audit function might be outsourced 
instead. Two more organizations had just set up their 
internal audit functions. Among the 10 who said that 
their organizations would establish internal audit 
functions in the near future, two said that their 
organizations would opt for internal audit outsourcing.  
 
A variety of reasons as to why their organizations had 
failed to form internal audit departments or units in the 
first place were presented. The more frequent reason 
was the small size of their operations.  
 
F
audit functions and that were interviewed (33 face-to-
face; 2 by phone), it was found that they were 
experiencing a variety of problems in the audit 
operation. Some issues, such as audit
c
internal audit department or unit itself. These may be 
contrasted with those issues and problems involving 
interactions between audit personnel and other 
government personnel from outside the internal audit 
department or unit. These outside parties include the 
top management, departmental heads and non-audit 
personnel. These issues are discussed next.  
 
6.1 Age of internal audit 
 
Table 1 below shows that 16 SLoGBs (nearly 46 
percent) have had internal audit capacity for no more 
than five years. In fact, nearly a quarter ha
in
All in all, for just over 
p
is still a relatively new one. 
 

organization 

Total % 
Less than 1 year old 2.9 1 
Over 1 year old but less than 3 year old 7 20.0 

8 22.9 
4 11.4 

ver 10 year old 42.9 

Over 3 year old but less than 5 year old 
Over 5 year old but less than 10 year old 
O 15 
Total 35 100 

 
At the other e
have had an i
and this shoul  a positive factor. An 
in-depth look es a more complicated picture.  

or at least one organization the internal audit 

guidance are not available. s therefore not 
surprising that t little audit they do conduct is 
related to the monitoring of “p  management” – 
an area most fa u ad.   
 

rganisations 
ave no diploma holders in their departments; 31% 

ee holders, and 80% have no 
asters degree holders. 

xtreme 15 SLoGBs (over forty percent) 
nternal audit function for over ten years 
d at first glance be
provid

F
function was apparently established in 1980 but was 
only in operation for the next two years. In early 2003, 
the internal audit function was reactivated, with a staff 
complement of two. Earlier, the internal audit activities 
were suspended due to the transfer of the audit 
personnel to other parts of the organization and its 
related bodies. But even with the recent reactivation , 
the audit head has still not been able to focus fully on 
internal audit because of being assigned by the 
organizational head to another, unrelated job. What 
made it worse is that both audit head and his 
assistant lack audit competence. In addition the audit 
programs that are supposed to be in place to provide 

6.2 Audit staffing 
 
Within the 35 SLoGBs covered in this study, there are 
fifty eight diploma holders, thirty four first degree 
holders and seven masters degree holders working 
as internal auditors. (See Table 2 below.)  
 
Also noteworthy is the fact that 14% of o

 

 It i
wha

roject
miliar to the a dit he

h
have no Bachelor degr
M
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Table 2: Total number of diploma, bachelor degree and
Diplom

 master holders 

a 
No. of organisations No. of diploma 

holders 
Total no. of diploma 

holders 
% 

5 0 0 0.00 
13 1 13 22.41 
12 2 24 41.38 
1 3 3 5.17 
2 4 8 13.79 
2 5 10 17.24 

35 Total 58 100.00 
Bachelors Degree 

No. of organisations No. of bachelors 
degree holders 

Total no. of bachelors 
degree holders 

% 

11 0 0 0.00 
15 1 15 44.12 
8 2 16 47.06 
1 3 3 8.82 

35 Total 34 100.00 
Masters Degree 

No. of organisations No. of masters 
degree holders 

Total no. of masters 
degree holders 

% 

28 0 0 0 
7 1 7 100.00 

35 Total 7 100.00 
 
In the closed-ended section of the interview, auditors 
from over two-third (or 24) of the SLoGBs voiced their 
dissatisfaction with the total number of staff working in 
their audit departments or units. The problem of 
inadequate numbers of audit personnel was also 
much stressed by auditors from the majority of the 
SLoGBs in the open-ended section of the interview 
session. In fact it was seen as one of their main 

problems which is not surprising considering that out 
of the 35 SLoGBs, twenty of them (just over 57 
percent) have a staff complement (including clerical) 
of no more than five. A mere 4 SLoGBs (just over 11 
percent) have more than 11 audit personnel (see 
Table 3 below).  
 

 
Table 3: Audit personnel available 
 

  Total % 
Fewer than 3 5 14.29 
Between 3 and 5 15 42.86 
Between 6 and 10 11 31.43 
Over 11 people 4 11.43 
Total 35 100.00 

 
The shortages in audit personnel as perceive by those interviewed is shown in Table 4 below.  
 
Table 4: Audit staff inadequacy 
 

  Total % 
Inadequate by 3 or less 13 54.17 
Inadequate by 4 to 5 4 16.67 
Inadequate by 6 to 10 5 20.83 
Inadequate by over 11 staff 2 8.33 
Total 24 100.00 

 
In one particular organization whose audit operation 
has two staff members (compared with the 
organization’s total of several hundred employees, 
and a budget of tens of millions of Ringgit), it resorts 
to the use of students from local institutions of higher 
education, who are undergoing practical training (as 
part of their degree program), to conduct internal 
audits!  

In another case, the internal audit operation has fewer 
than five members but their audit responsibility is so 
extensive that they resort to seeking assistance from 
colleagues working in other departments within the 
organization. Problems arise when the assistance is 
needed for long periods, or when their departmental 
heads are reluctant to let them go. 
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6.3 Audit training and development yet progressed t
 
The open-e ew 
lack of audi the
faced by auditors in LoGBs. In many e 
heads of the internal audit operations themselves 
acknowledge that they do not possess full 
competence for their posts, and they must be luted 
for their honesty in ac wledging their short ings!  
Unfortunately the rec ition of the problem s not 

o upgraded qualifications because 
 appropriate courses and workshops that are 

SLoGBs are not yet prepared 
t  be seen Table 5, auditors 
from jus oGBs (less th quarter) believe 
that the currently offered tr programs are 
“sufficient” r auditors from fifty percent of 
the SLoGBs, the view is that t rams attended 
are not sufficient at all.   
 

 
Table 5: Opinion on ining and de s 
 

rrent 

nded part of the intervi
t competency is one of 

revealed that a 
 main problems 

 cas s, th S e

 sa
kno com
ogn  ha

the
available are costly and 
o pay for them.  As can

t ei t SL
 in 

gh an a 
aining 

. Fo nearly 
h ge pro

 staff tra velopment programme

 Sufficient Complete Cu
  To tal % Total % tal % To
Yes 22.9 5 14.3 11 31.4 8 
No 17 48.6 16 45.7 12 34
No nt 0 1 2.9 1 2.9 
No nswer 28.6 13  11 31
Total 35 100 35 100 35 100 

.3 
Comme 0 
A 10 37.1 .4 

 
There is a possibil rta
appropriate development and training pr
by government intern ditors may be ca  by 
factors other than financial. In one particular 

terview, it was mentioned that there are not many 

nly five auditors 
raining on offer 

was “sufficient” and eleven or less than a third) 
believed it had “current relev
 
Finally, it may be worth  one 
particular organization, w long 
established and well-staffed intern  

e one approach being pro  to deal with staff 

ith the presence of 
ars to be aware of 

the significant role played by internal audit, it is 

e s could w  be implemented 
in du
 
6.4 Knowl ge elements 
 

s defined by Ridley & Chambers, 
998). 

 
Thus, as can be seen in Table 6 below,  the current 
focus is on issues such as interrogation techniques, 

s of controls and financial accounting, whereas 
anced” , featuring risk vocabulary, 

ncepts and gement techniques, globalization 
d forensic g, are not part of the core issues 
cused on.  

t when t ors from the 35 SLoGBs were 
changes in the 
auditors “in the 

future”, all of them gave positive answers, showing 
that they expected the future’s knowledge elements to 
be signi different  those needed in their 
current w environm

 
Table 6: Knowledg
 

Knowledge Eleme l % 

ity that the sho ge of skills and 
ogram faced s 

al au used

in
internal audit related programs available to 
government sector auditors. This was in dramatic 
contrast with the many courses for private sector 
internal auditors, which the interviewees also 
considered to be superior in content.  
 
Besides the issue of “sufficiency”, there are the issues 
of “completeness” and “current relevance” of the 
vailable audit training and development programs. 

When asked about knowledge elements which an 
internal auditor needs in order to fulfill his or her 
current role in the organization, as was expected, the 
majority of those interviewed provided answers 
consistent with their work environment: i.e. either 
“traditional” or “modern”, as opposed to that of the 
advanced” type (a

a
As may be seen in Table 5 above, o

percent) believed the t(just over 14 
 (

ance”.  

mentioning that in
y ith a relativel

al audit function,
th posed
lacking in competency is to re-grade the internal audit 
osition in the organization and to create new posts 

asked whether they expected 
knowledge elements for internal p

for the internal audit department. W
nizational head who appean orga

xpected that such idea
e time

ell
. 

ed

“
1

type
dv“a issues

co  mana
an auditin
fo
 
Bu he audit

ficantly 
o g 

from
rkin ent.  

e elements 

nts Tota
Interrogation techn 34 97.14 iques 
Types of control (preventive, detective, directive and corrective) 34 97.14 
Financial accounting 
Auditing and analytical skills 

34 97.14 
33 94.29 

Communication techniques 
Legal 
Red flags (indicators of fraud such as unauthorised tra
controls, unexplained pricing exceptions or unusually la
Types of frauds 
Compu

32 91.43 
32 91.43 

ctions, overrides of 
e losses) 

32 91.43 

32 

nsa
rg

91.43 
ter technology 32 91.43 

Ethics 31 88.57 
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Cost accounting 27 77.14 
Risk vocabulary, concepts and management techniques 27 77.14 
ISO framework 25 71.43 
TQM 20 57.14 
Globalisation 18 51.43 
Forensic auditing 15 42.86 
Business Improvement Audit, e-Audit 1 2.86 
Humanity knowledge, psychology 1 2.86 
Practical training in private and public sector 
Work procedure, policies and service instruction 

1 2.86 
1 2.86 

Government structure 1 2.86 
1 2.86 Technical, i.e. QS and Engineering Skills 

 
6.5 Audit charter 
 
The presence of an audit charter is
considered of utmost importance for internal dito
and those with who t. This is cause
this document shou y least be le t
clarify which matter r the purvi f th

in rs. It  however that five 
S  (ju er n percent) failed to develop 
suc  do t. F the wenty-six (over 86 
per t) c hat r a harters specify the 
type of re sibilit r tas d the authority held 
by i nal rs   Ta elow).  

 
able 7: Details of audit charter 

 usually 
 au rs 

m they interac
er

be  
ld at the v

s come unde
 ab

ew o
o 
e 

te
LoGBs

rnal audito was found
st ov

cumen
fourtee

h a or rest, t
cen laim t thei udit c
s spon y o k an

nter  audito (see ble 7 b

T
 

  Total % 
The various types of audit responsibility or task un 26 86.67 dertaken 
The authority held 
Delineation of procedures of responding to audit
Delineation of procedures for issuing audit reports

26 
orts 19 

86.67 
 re 63.33 p

 22 73.33 
 
Interestingly however, sixteen of the audit operations 
possessing an audit charter (over fifty three percent) 
are still required to handle other a
pecified in the audit charters.  Regardi

udit tasks not 
ng the specific 

ese include risk 
es, working 

uditors from all five SLoGBs without audit charters 
t popular task they 

to determine whether their objectives have 
ed. Only one or two SLoGBs’ auditors 

s are guided by audit charters only 
at IT audits are being conducted (see 

T ies or tasks specified in audit charter  
 

Total 

s
tasks detailed in their audit charters, auditors from 
twenty-four SLoGBs  (eighty percent of the thirty that 
have audit charters)  stated that the two most popular 
tasks were appraising the adequacy and 
effectiveness of internal controls, and assessing the 
compliance with policies, plans, procedures and law.  
As for the less popular tasks, th
ssessment and governance processa

closely with external auditors, and providing 
information to outside parties (see Table 8 below). 
 
It was found that for all five of the SLoGBs whose 
auditors operate without audit charters, their 
responsibilities or tasks were determined on the basis 
of management requests and interviews. Their next 
most popular approach was by reviewing the findings 
of external auditors (see Table 9 below).  
 
A
also pointed out that the mos

handled was verifying the existence of assets and 
their proper safeguards. The less popular tasks were 
no different from those SLoGBs with audit charters: 
risks assessment; working closely with external 
auditors, and assessing the presence of adequate 
criteria 
een fulfillb

stated that these tasks were specified in their audit 
charters. 
 
It is notable that IT audit appears to be quite 
unpopular for auditors whether acting with or without 
an audit charter.  Of the twenty four SLoGBs whose 
audit activitie

x specify thsi
Table 8), while none for those without audit charters 
say they conduct an IT audit. However, when auditors 
from all thirty five SLoGBs were asked whether 
they expected changes in the role and responsibilities 
of the audit function in the next few years, twenty 
six out of thirty three (or nearly eighty percent) 
responded “Yes”.  

 
able 8: Responsibilit

Responsibility/Task % 
Appraise the adequacy and effectiveness of internal controls – both accounting and 

ed in all the activities of the organization 
24 80.00 

administrative – that are appli
Assess the extent of compliance with policies, plans, procedures and law 24  

n objective and timely reports to the department head so that he/she is informed of t 23 76.67 
80.00

Hand i he 
relevant aspects of the organizational position and performance 
Verify the existence of assets and proper safeguards for their protection 22 73.33 

 improve the working of the governmental body 22  
established objectives and goals have been achieved 22  

 information reliability and integrity  20  

Suggest steps to 73.33
Ascertain whether the  73.33
Review 66.67
Conduct financial auditing activities separate from those conducted by the external auditors 19 63.33 

Southern African Journal of Accountability and Auditing Research Vol 7: 2007 (25-57) 35



Md Ali et al 
 

Appraise the economy and efficiency with which resources are employed  19  
18 60.00 

pplication of government revenues 17  
bute towards the organization’s governance process by evaluation and recommendin

 to the manner in which organizational values and goals are established, 
 preserved, and accountability ensured 

17 56.67 

d procedures  17 7 
 the organization and analyse and evaluate controls 15 50.00 

eration with the external auditors 15 0 
he relevant outside agency (such as the Central Authority of Internal 15 50.00 

Conduct detailed checks on expenditures prior to payment 14 46.67 

63.33
Investigate frauds 
Ascertain the proper a 56.67
Contri g 
improvements
communicated and
Provide advice in setting up policies an 56.6
Identify and assess “risks” faced by
established to respond to such risks 
Conduct financial auditing activities in close coop 50.0
Provide information to t  
Audit for federal government agencies) 

Assess the presen
whether its objectives hav

ce of adequate criteria used by the gov
e been accomplished 

ernmental entity in determining 12 40.00 

Conduct special projects 12 40.00 
Some other responsibilities 8 26.67 
Conduct information technology audits (IT Audits) 6 20.00 

 
Table 9: Approaches to determining audit responsibilities or tasks when no audit charter exists  

sibilities or Tasks  Total % 
 

How to Determine Audit Respon
Management interviewed for inputs 5 100.00 
Management requests  100.00 
Arising 80.00 

5
 from findings of external auditors 4 

Rotatio 60.00 
Audit ri l controls, comp y of 
operati

60.00 

Availability of internal audit hours 2 40.00 

nal approach 3 
sk assessment (covering factors such as quality of interna lexit
ons, length of time since the area’s last audit, etc.) 

3 

Others 
External auditor requests 
Audit committee requests 

2 40.00 
1 20.00 
1 20.00 

 
It is notable that auditors from 17 of the 24 SLoGBs 
who expect changes in internal audit, have identified 
IT audit  as likely to be the most popular future task 
(see Table 10 below). The closest rival tasks for audit 
 
Table 10: Future audit responsibilities or tasks 
 

  

in the future were identified by only nine SLoGBs 
auditors. These tasks are providing advice in setting 
up policies and procedures; investigating frauds, and 
working closely with external auditors. 

Total % 
Conduct information technology audits (IT Audits) 17 70.83 
Provide advice in setting up policies and procedures  
Investigate frauds 

9 37.50 
9 37.50 

ith the external auditors 9 37.50 
aluating the manner that 

icated and preserved and 
ese processes 

7 29.17 

ental entity to determine whether 7 29.17 

nalyse and evaluat

Conduct financial auditing activities in close cooperatio
Contribute to the organization’s governance process by ev
organizational values and goals are established, commu
accountability ensured and proposing improvements to
Assess the presence of adequate criteria for the gover
its objectives have been accomplished 

n w

n
 th
nm

Identify and assess “risks” faced by the organization and a e controls 7 29.17 

ead so that he/she is apprised of 
the relevant aspects of the organizational position and performance 

7 29.17 

7 29.17 
ntral Authority of Internal 

ment agencies) 
7 29.17 

6 25.00 
th accounting and 

ployed  6 25.00 

tection 

d goals have been achieved 

established to respond to such risks 
Hand in objective and timely reports to the department h

Review information reliability and integrity  
Provide information to the relevant outside party (such as the Ce
Audit for federal govern
Ascertain the proper application of government revenues 
Conduct detailed checks on expenditures prior to payment 

6 25.00 

Appraise the adequacy and effectiveness of internal controls – covering bo
administrative aspects – that are applied in all the activities of the organization 
Appraise the economy and efficiency with which resources are em

6 25.00 

Suggest steps to improve the working of the governmental body 5 20.83 
Verify the existence of assets and proper safeguards for their pro 5 20.83 
Assess the extent of compliance with policies, plans, procedures and law 4 16.67 
Ascertain whether established objectives an 4 16.67 
Conduct financial auditing activities separate from those conducted by the external auditors 2 8.33 
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6
 
T
a
F
a
m

ho did confirm meeting w  
management,  they usually noted the prese  
many other parties in such meetings, includi  

ous ads  
rnal audit department or 

nit,  amongst others.  

 
T
 

.6 Internal audit execution interviewed  w

here are many signs that the performance of the 
udit activity leaves a lot of room for improvement. 
irst, over one-third (or 12) of the SLoGBs’ internal 
uditors have no regular meetings with top 

head of the organization, the vari
departments, the head of inte
u

anagement (see Table 11 below). But of those 

ith top
nce of
ng the

 he  of the

able 11: Regular meeting with top management 
 Total % 
None 12 34.29 
Fewer than 3 2 5.71 

.00 
35 100.00 

Between 3 and 7 14 40.00 
Over 7 times 7 20
Total 

 
S as 

th 
(see Table 12 below). Again from Table 12 th  
popular approach to identifying audita are  

tified 
 

Total Entities with audit 
charter (30) 

Entities wi
audi art

econd, regarding the identification of auditable are
ithin the organization, a third of the SLoGBs wiw

audit charters failed to conduct a risk assessment by referring to previous audits. 
 

e most
as wasble 

Table 12: How the problem/auditable areas are iden
  thout 

t ch er (5) 
Previous audit results 32 28 4 
Management requests 27 23 4 

3 
4 

 occurred 18 17 1 

Cyclical audit 26 23 
Risk assessment factors (such as quality of internal 

, last time 
24 20 

controls, complexity of operations
, etc.) deemed high audited

Alleged irregular conduct
 

nother sign that all is not well in internal audit in 

ss 
ee 

stated that there was no obstruction to their accessing 
a ly 
q
M
 
I
e
p
a
p reviewing of 
a
a
 

On the positive side, over thirty internal audit 

ditee, and 
the development of recommendations whenever 
appropriate.  
 
This should augur well for internal audit in the 
SLoGBs concerned. But on further in tiga  
sad reality is that there is a lack of gani l 

n a numb of S . 
eral interview th t 
nsidered to be of little 

auditee organizations. This is probably 
thorit has 

interest in whether or not an auditee implements the 
es  

release of the audit report is essentially the end of the 

 
T
 

Total 

A
SLoGBs is the fact that internal auditors from five 
SLoGBs (just over 14 percent) were not given access 
to certain sections of their organizations. It is also 
worth noting that in one particular interview it was 
tated that there was no obstruction to access. In the 

heads stated that the following activities were 
among those that routinely took place during their 
auditing: performance of follow-up audits on all audit 
findings after the presentation of the audit report; 
discussion of recommendations with the aus

next breath the interviewee stated that acce
ends on CEO’s final say.” Another interview“…dep

ll sections of the organization. This was immediate
ualified by the statement: “except for the office of the 
ayor.”  

t is discouraging to find that certain activities usually 
xpected of internal auditors are not that frequently 
erformed (see Table 13 below). Thus, the following 

As emerged from sev
findings are always co
importance by 

udit tasks are seldom considered during the 
lanning stage: the potential fraud risk; 

because nobody in higher au

udit working papers by senior auditors, and 
ssessing risk.  

suggestions made by the auditor. As a r

ves tion the
 or zationa

openness towards changes i er LoGBs
s, e audi

y shown 

ult, the

audit process. 

hen auditing able 13: Specific activities undertaken w
 % 
Conduct interviews 34 97.14 
Prepare audit report 33 94.29 
Prepare annual audit plan detailing the auditable areas, the resources required and 
duration of each audit activity during a calendar year 

33 94.29 

Review prior audit reports and other relevant documentations 32 91.43 
31 8

f the audit 31 88.57 

31 8
8
82

Develop work papers 8.57 
Perform follow-up audits on all audit findings sometime after the issuance o
report  
Discuss recommendations with auditee 8.57 
Develop recommendations when appropriate 31 
Disseminate audit outcome to the appropriate individuals 29 

8.57 
.86 
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Require written response from auditee (to include among others plans for corrective 
action and the date by which action will be implemented) 

29 82.86 

Maintain an awareness of the potential for fraud while auditing 29 82.86 
Use audit aids such as flowcharting, internal control questionnaires and checklists 29 82.86 
Evaluate the relevance, sufficiency and competency of evidence 28 80.00 
Monitoring the progress of audit work 27 77.14 
Use computer 25 71.43 
Consider the potential for fraud during planning stage 24 68.57 
Perform Analytical Review Procedures 24 68.57 
Review audit work papers by senior auditors 24 68.57 
Execute judgmental sampling 22 62.86 
Execute statistical sampling 21 60.00 
Use  risk assessment technique to inform the audit planning and resource allocation 
process 

17 48.57 

Some other operational details are executed 4 11.43 
 
The internal auditors’ assessment of their current 
performance corresponds closely with the 
organizational and structural problems and 
obstructions discussed above. Thus, as can be seen 

in Table 14 below, internal auditors from 14 SLoGBs 
(forty percent) could only manage to rate their audit 
performance as “Average”.  

 
Table 14: Performance of internal audit department or unit  
 

  Total % 
Excellent 5 14.29 
Good 16 45.71 
Average 14 40.00 
Weak 0 0.00 
Very Weak 0 0.00 
Total 35 100.00 

 
A clear indication that there is a lot of room for 
improvement in internal audit in the SLoGBs – aside 
from the fact that a mere 35 out of 202 of them in 
Peninsular Malaysia have an internal audit 
department or unit - is the fact that auditors from 22 
SLoGBs (or over sixty percent) said that there was no 
assessment program that covered “all” aspects of the 
internal audit activity and which “continuously” 
monitored its effectiveness,. Among those auditors 
who said that there were assessment programs 
taking place, one claimed that it came in the form of 
examination by internal auditors attached to the state 
government, and included the presentation of a report 
on the function, tasks and effectiveness of internal 
audit at the state’s exco meetings. 
 
6.7 Audit independence 
 
For both external and internal auditors, their 
independence from those whom they audit is crucial 
for the success of their function. For internal auditors 
it is more difficult to achieve independence because 
they are actually employees of the organization they 
audit.  
 
Thus, it is surprisingly pleasant to find that auditors 
from twenty-five SLoGBs (over seventy percent) say 
that the internal audit function is placed high up the 
organizational chart. Also, audit findings are 
frequently communicated with relevant parties for all 
SLoGBs. In each organization this is a formal, written 
report, and in a majority of cases (31 or almost ninety 

percent) the recipients are the organizational heads. 
In five cases, the written reports are supported by oral 
presentations. In thirty-one SLoGBs (or almost ninety 
percent), the written reports include the management 
action plan which clearly identifies for each 
recommendation, the actions to be taken and their 
timing. In cases where no such action plan is 
presented, two of them claim that the parties 
mentioned in the report are required by the 
organizations to respond to the reports by filing action 
plans or other responses to parties such as the heads 
of the organizations, the audit committees, or heads 
of internal audit departments.  
 
As can be seen in Table 15, it is also particularly 
encouraging to find that in 30 cases (just over 85 
percent), the auditors are in fact required by the 
organizations to monitor whether or not the 
recommendations made in the audit reports have 
been acted upon. In one particular case, an auditee 
was given two weeks to respond to an audit report. 
And two weeks after the response had been made, 
the auditor was required to verify whether the auditee 
had in fact taken the needed action. Unfortunately, 
there are also four cases (just over eleven percent) 
where the auditors are not required by the 
organizations to do follow up, and neither has anyone 
else in the organization been asked to do the 
monitoring. In one additional case, the participant 
failed to provide any answer. Here, it is also likely that 
no follow up is performed or expected.  
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Table 15: Audit monitoring of the actions taken up by 
audit report 

ot

the relevant parties upon recommendations in the 

 

 T al % 
Yes 30 85.71 
No 4 11.43 
No Answer 1 2.86 
  35 100.00 

 
Besides the monitoring issue, there are other issues 
affecting indepe ly by internal 
audit personnel rom a list of questions 
where answer “Yes”, “No”, “No 
Comment” or nd that in four 
SLoGBs (just o rcent) the auditors were 
ot able to sa  they were “free” to allocate 

techniques to accomplish the a es. Also, in 
four SLoGBs th w le to say that 
they were “free” to obtain the necessary assistance of 
personnel in areas of the org eing audited; 
and, in seven SLoGBs (twe ent) the auditors 
failed to say that they wer to produce audit 
reports where the contents t be to the liking 

ne

Yes % Other than % 

ndence, and faced dai
 in SLoGBs. F
s were either 

as fou“Others”, it w
ven pever ele

y thatn
resources, set audit frequencies, select subjects, 
determine scope of work and apply appropriate 

of those associated with the organizations they come 
from (see Table 16a below). 

 
able 16a: Independent issues faced by audit person l 

udit objectiv
e auditors ere unab

anizations b
nty perc

e “free” 
might no

T
 

  
Yes 

Face no obstruction to audit regardless of offices, records, 
p

33 94.29 
roperty and personnel 

2 5.71 

H nior personnel 33 .29 2 5.71 
F resources, set frequencies, select subjects, 
d uired 
a

31 88.57 4 11.43 

F ssistance of personnel in areas of 
th formed 

31 88.57 4 11.43 

Free to produce audit reports where the contents may not be to 
 w

28 80.00 7 20.00 

ave regular access to se 94
ree to allocate 
etermine scope of work and apply the techniques req
ccomplish audit objectives 
ree to obtain the necessary a

to 

e organization where audits are per

the liking of individuals or groups working or associated
organization 

ith the 

 
Doubts about audit personnel’s independence may 
also arise in another two situations (see Table 16b). 
First, auditors from six SLoGBs (just over 17 percent) 
were not able to say that they were “free” from 
performing operational tasks such as preparing 
inventory records and other basic accounting 
department functions.  
 
Table 16b

 
Second, auditors from 16 SLoGBs (nearly half) were 
unable to state that they are incapable to direct the 
activities of personnel outside their audit departments 
or units who have not been assigned to assist them.  

: Additional independent issues faced by aud

 

it personnel 

No  % Other 
than No 

%  
 

 

Perform operational duties for the organization or its af
compiling inventory records, participating in departmenta
procurement boards, involvement in accounting process
Direct the activities of any organization employee not em
the Internal Audit Department – except to the extent suc
have been appr

filia
l 
, 
p

h 
opriately assigned to assist the internal au

tes such as 

etc. 

29 82.86 6 17.14 

loyed within 
employees 
ditors 

19 54.29 16 45.71 

 
The fact that there are issues worth considering about •
the independence of internal auditors in SLoGBs may 
b  the fact that auditors from 14 
S at they have encountered 
t
m
c
S
 
T
a swers that 
a ers in 
t

 With regard to obstructed access to auditing 
offices, records, property an onnel, itors 
from only two SLoGBs cla at th dit 
activities were restricted by th izati ee 

whe ey we ed 
tions in their orga ns 

ich were off limits, auditors from five an o 
oGBs agreed that there were h sect

uestion of whe dit 
 access to or 

management, auditors from tw Bs ed 
that they did not have fre t acc ee 
Table 16a), although earlier, itors ll” 

e clearly seen from
LoGBs acknowledged th

hreats in their jobs. Auditors from nine SLoGBs 
ention that these threats include scratching of their 

ars, puncturing the tires, verbal abuse and abusive 

Table 16a). But earlier 
whether there were sec

MSs.  

he final issue regarding the independence of internal 
uditors 

• Also, in regard to the q
personnel have frequent

in SLoGBs is concerned with an
ppear to contradict interviewees’ other answ
he interview sessions.  

d pers
im th

aud
ed eir au

e organ ons (s
n th re ask

nizatio
wh
SL

d not tw
 suc ions.  

ther au
 seni

o SLoG  indicat
quen ess (s
 aud from “a
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35 SLoGBs claimed to communicate frequently with 
relevant parties on audit findings.  

disseminate information 

•

l activities for 
ion. However, in the open-ended 

organization 
task of 

the organization.  
 
6
 
A a half 

ation 

lack of understanding of the role of internal audit as 
independent apprai n in the organizations 
(see Table 17a). Ma l auditor is 
viewed by non-audit l as mainly interested in 
finding out other faults. One particular 
interviewee stated: “  department does not 

and u standi  
members of the department.”  

sed-ended section of the 
w, auditors from  25 of the SLoGBs (just over 

71 percent) either agree or agree strongly t re 
is a lack of appreciation of the v and im ce 
of internal audit in the organizations (see Ta ). 
One interviewee stated: “They focus  
centers.”  
 
The need for improved co-operati nd 

ternal auditors eir 
clients, revealed in the closed question portion of the 
questionnaire, is confirmed by various comments 
made in response to the open-ended questions. Many 

 than looking for other 
people’s mistakes. In another interview, it was 

oned that the prevailing view among non-audit 
nnel was that the work of internal auditors has 

made th k more co ated than necessary. In 
other wor  they have rception that their work 
would be er withou rs.  
 

 
able 17a: Audit - non-audit personnel interaction 

 There was also one particular case where, in the  
closed-ended section of the interview session, the Finally, from the clo
responses indicated that the internal audit intervie
personnel do not conduct operationa
the organizat
section of the interview, the responses clearly 
indicated that the head of the 
specifically assigned the audit head the 
preparing group accounts for 

.8 Audit - non-audit personnel interaction understanding between in

uditors from 18 SLoGBs (fifty one and 
ercent) feel that the level of support and cooperp

from other parties inside the organizations is actually 
good. In strong contrast, auditors from 13 SLoGBs (or 
just over 37 percent) either agree or agree strongly 
that there is little support and minimal cooperation 
rom others in the organizations being audited. Again, 

of these comments are concerned with the negative 
perception held by non-audit personnel: as an 
interviewee pointed out, auditors are believed to be 
interested in nothing more

f
auditors from nearly seventy five percent of the 

Bs either agree or agree strongly that there is a 
menti
persoSLoG

sal functio
 that the internany say

 personne
’s people

The head of

nder ng to all

hat the
alue portan

ble 17a
just on profit

on a
and th

eir wor mplic
ds,  the pe
easi t audito

T
 

 Strongly  
Agree 

Agree Not Sure Disagree Strongly 
Disagree 

 Total % Total % Total % Total % Total % 
There is little support and minimal cooperation 
coming from others in the organization for the 
Internal Audit Department to be able to conduct 
its activities successfully. 

1 2.9 12 34.3 4 11.4 17 48.6 1 2.9 

There is a lack of understanding of the role of 
internal audit as an independent appraisal 
function within the organization. 

7 20 

There is a lack of appreciation of the value and 
importance of the Internal Audit Department in 
the organization. 

5 14.3

19 54.3 3 8.6 6 17.1 0 0 

20 57.1 5 14.3 5 14.3 0 0  

 
Some other comments raised by interviewees 
oncerned those auditee staff whose jobs and 

ed on (negatively) by the 
ternal auditors. Typical responses to the audit report 

kings, and with little more than silence from 
gher up the organisation, the internal auditors have 

atters raised relate to the performance of those high 
p in the organizations concerned. These people, 
equently on a higher salary grade than the internal 

audit head, “pull rank” and have the auditors 

In reality however such supportive organizational 
heads are hard to find in SLoGBs. In fact many 
organizational heads seem to actively sabotage the 
viability of the internal audit process by ensuring that 
the departments are under-staffed, and that those 

c
performances were comment
in
include “necessary actions shall be taken”, but 
nothing further happened, or that “this matter shall be 
made certain to never recur”, but are in fact allowed 
to reoccur year after year. But with no power to 
ensure that the auditees make good on their 
underta
hi
very little option except to suffer in silence.  
 
Fortunately or unfortunately, this occurs most often in 
“ordinary cases” such as “records not up-to-date”. In 
cases considered “serious”, the internal audit heads 
may resort to sending of appropriate letters “higher 
up”. Problems may occur however when those 
m
u
fr

admonished for having dared to write such 
reprimands!  
 
6.9 Audit – top management interaction 
 
It is our contention that the two problems of under-
staffed internal audit departments and of internal audit 
staff with inadequate skills could be overcome if the 
heads of the organizations possessed the intention 
and will to get the best for and from their 
departments.  Similarly, the negative perception of 
internal auditors as fault-finders whose comments can 
safely be ignored, could be reversed if organizational 
heads were to actively support and place positive 
value on the activities and reports of the internal audit 
personnel, providing “leadership by example”.  
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staff they do see fit to employ are juniors and/or have 
dit experience. In a fe

but for one reason or another, the audit reports are 
minimal au w cases the audit 

nnel are further burdened ith duties unrelated 
to auditing, with the objective of preventing the audit
from occurring.  
 
In one particular organization th  on 
several occasions requested permission from his 
uperiors to hire additional staff. The standard 

urprising that the audit head comments that he/she 

wards the internal audit department: whether its 
presence or absence would have any material impact 
on the fu
t
w  does.  
 
I
s
a
t
d
s
a
t cus has changed from financial 

anagement to other responsibilities that supposedly 

eatment, compared to a few 
thers, all is not quite lost for internal audit in this 

e to audit whichever departments, records, assets 
and personnel they see fit. They are also free to 
a
o
a
t
i
t

 the organizational head. 

not sent to the organization’s head.    

audit reports to the 
nizatio d does not, however, guarantee 

y w ead. There is widespread apathy 
wards au ports amongst heads of SLoGBs. 
his was d by many of those interviewed, 

and obviously contributes to the undermining of and 

 not usually bothered 
about the report and the function played by the 
internal auditor. 

 
One audit h eporte at to nt on one 

on put the audit report in ‘cold storage
 year. A er i ee reported that the 

organization d clined to side w e 
itees wh er th  proven by the au o 
 failed to follow ational procedur  
 audit heads interviewed explained that this was 

nizati  head needed support 
 var  dep al heads in order to retain 

on as the head of the organiz ! 
sly th as e e auditors’ confid  
cess, and the lines of authority.   

 
In addition to organizational heads failing to take audit 

ports seriously, there are others who expect the 

 
ave succumbed to outside pressure (including 

political) that has persuaded them to ignore the 
findings of misconduct by the internal auditors.  

This auditor is from a te w n fo e 
corruption of i vil s nts icians, as 

by er po e  
rfe ations  

nment organizations suspend standard 
oc es ing t action  
tside gove , and h ind  

very well be politicians). In other words 
in authority in the government sector are 

colluding with those in the private sectors to the 

im
th
th
st
pr
P
ap ivil 

w
 
P
pr

perso w
 

 
The submission of the 

e audit head has

s
response has been that not many people are 
interested in coming to work in a location where the 
cost of living is rather high, so there is no point in 
advertising for staff! It is also worth noting that in this 
particular organization, the head of audit who is 
supposed to report directly to the organizational head, 
has in fact never had so much as a single meeting 
with him, even though the internal audit function was 
established several years ago! It is therefore not 

contempt for the internal audit function.  
As stated by an audit head: 

 
If an auditor were to get a full mandate [from the 
CEO] and the audit report were to be checked 
and monitored by the CEO, this would lead to the 
audit report being taken seriously. On the other 
hand, if the CEO does not give a reasonable level 
of mandate, the auditee is

s
finds it difficult to interpret his superior’s attitude 
to

nctioning of the organization as a whole, and 
hat there has as yet been no opportunity to show him 
hat the internal audit depart

occasi
a

ment actually

t was also not clear to the audit head whether his 
uperior simply had no time for or no interest in the 
udit department. With no c

aud
have
of the

ontact whatsoever with 
he organizational head, the audit head is left to 
ecide what the audit focus should be

because the orga
from the

. Not 
urprisingly this is the familiar financial management 
spects of the organization. It is only quite recently 

hat the fo

his positi
Obviou
the pro

m
come under the purview of an internal auditor. 
Perhaps nothing better illustrates the insignificant 
value the organizational head places on internal audit 
than the fact that the auditors are sited in a decades-
old wooden structure next to the main building!  
 
In spite of this poor tr
o
organization. This is because the auditors are still  
abl

llocate resources, determine audit frequency and 
ther related matters. Finally, they are free to produce 
udit reports even when their contents may not be to 

attested to 
“Political inte
heads of gover

he liking of certain parties in the organization. What 
s also satisfying is that the departmental heads within 
he organization have rarely failed to implement the 
uggestions made by the audit head. This is probably 

operating pr
operators ou
(who may 
those s

because the audit head was previously attached to 
the National Audit Department, and was the external 
auditor for the organization. 
 
Is is notable that for reporting purposes, he/she sends 
the reports to both the state’s treasury unit and to the 
branch office of the National Audit Department, which 
is located nearby. No such reports are however 
issued to
 
This experience is probably typical of audit units in 
general, where, on paper, the internal audit function is 
supposed to file reports to the organization’s head, 

orga nal hea
that the ill be r
to dit re
T mentione

ead r d th p manageme
’ for 

noth nterview
al hea
enev

was in
ey were

ith th
ditor t

 organiz es. One

onal
artmentious

ation
ence inis h roded th

re
auditors to file reports on staff misconduct even 
though they have been aware of such misconduct all 
along. Worse, there are cases where heads of 
organizations have cultivated outside associations, or
h

 sta
erva

ell-know
and polit
sés  th

r th
ts ci

num
rence” h

ous ex
ere refers to situ

in media.
 where

edur regulat
rnment

rans
 wit

s with
ividuals

detriment of the organization’s public interest 
perative. This obviously supports the perception 
at the concerns of audit personnel are immaterial to 
ose in higher authority. In fact, as one audit head 
ated, he/she is expected to subscribe to the “SYMP” 
otocol. SYMP stands for “Saya Yang Menurut 
erintah” in the Malay language and normally 
pears at the end of official letters issued by c

servants, just before their signatures, and meaning “I 
ho follow instruction”.  

olitical interference is also prevalent in the form of 
otection of the special interests of politicians and 
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th
on t of his 

co
H
in
th
co
th
ap
to and 
ompliant to the will of their corrupt associates 

red of 

 

ian). It is also notable that the NST (12 O
2004) filed a report (under the heading 
Meddling”, Politicians Told’), of the shameful 

orities. The

tions 
e P e 

ard Dompok 
when complaints from 

ause of 
influential 

srupted enforcement activities and 
investigations into anomalies. This has caused 

involving millions of 
inggit. The employees caught have also faced 

ency and the effectiveness of the 
rganization. It is therefore not surprising to find that 

dit experience the 
udit head brought to his post, and his high level of 

motivation has resulted in the development of various 
audit programs and check lists that are also being 
used by other audit departments both within the state 
and elsewhere within Malaysia’s public service 
org ns.  au was asked to 
assess the pe it d t, 
he/she sim ly wa ll ! 

Despite ve  m sa to of effe l 
internal audit/top management interactions in 
SLoGBs, determined from answers provided to the 
questions raised in the ope ec  of e 
interview, the answers to the three closed-ended 
section questions regarding aspects of the interaction 
have pr d a the  pi re
 
Table 17b below shows that auditors from 27 SLoGBs 
(or just over 77 percent) either agree strongly or 

 regard to the implementation of audit 
commendations and feedback from management, 

nt) either 
gree strongly or agree that these are “usually” and 

ng
gre

eir protégés. As described by an audit head, he/she 
ce confronted the enforcement uni

organization for having failed to take appropriate 
rrective actions that were well within its jurisdiction. 

e/she was promptly informed that the unit had been 
structed by certain politicians not to proceed with 
e action.  (These politicians were obviously 
ncerned about the wellbeing of their associates and 
eir “mutually beneficial” projects).  Being political 
pointees, the organizational heads and others in 

p management would rather stay passive 
c
outside the organization in order to be assu
their ongoing appointments. As stated by an  internal 
auditor, in such an environment – where race is also 
an extremely influential factor deciding what may or 
may not take place - so many of the laws, regulations, 
policies and processes are “benda kosong dan tidak 
bernyawa” (vacant matters and lifeless), with form but 
no substance. That is, laws, regulations and policies 
are only enforced when they benefit the interests of 
top management and its outside associates.  These 
internal auditors are certainly not in an enviable 
position.  
 
It may never ever be fully known to what extent 
political interference affects the internal audit process 
in SLoGBs since gathering such data is problematic. 
However, one auditor, in response to the request to 

few short years been able to uncover cases of 
mismanagement and fraud 

identify high risk factors undermining the internal audit
objectives, volunteered the word “ahli politik” 
(politic ctober 

‘“Stop 
litical po

interference in the activities of local auth
newspaper story opens:  
 

Politicians must stop interfering with the func

 

of local authorities. Minister in th
Minister’s Department Tan Sri Bern
said there had been cases 

rim

the public could not be looked into bec
meddling politicians. He/she said the ‘
people’ had di

delays in government departments looking into 
public complaints … 
 

Notwithstanding all the horror stories, there are also 
some cases of organizational heads of SLoGBs who 
provide strong support for their internal auditors. One 
recently formed internal audit department has, in a 
 
Table 17b: Audit - top management interaction 
 

 Stro
A

R
disciplinary actions. Not surprisingly perhaps, 
according to the audit head during his interview, the 
internal auditors received very little cooperation from 
other employees while conducting their audit tasks. 
As the audit head said, the auditee does not view the 
auditors as colleagues working together to enhance 
the effici
o
the internal auditors have received threats from these 
employees and that their cars have been scratched at 
times. However, because of the strong support from 
the organizational head, and the audit head’s regular 
meetings with him, the audit personnel have 
managed to ignore the intimidation, and to perform 
their duties effectively.  
 
This particular organization is a success story 
because its head selected the right person to head up 
the internal audit department.  In addition, with the 
support of interested parties from both inside and 
outside the organization, the internal audit report 
findings get the attention that they deserve. The 
twenty plus years of external au
a

anizatio When the
rformance of

dit head 
 his aud epartmen

p said that it s “exce ent”
 

 the ry any d s ries in ctua

n-ended s tion  th

ovide  ra r rosy ctu . 

agree that top management recognizes the audit’s 
value. Also, in
re
auditors from 30 SLoGBs (over 80 perce
a
“sufficiently” implemented.  

ly 
e 

Agree Not Sure Disagree No 
Answer 

 Total % Total % Total % Total % Total % 
Top management recognizes the accomplishments of 
the Internal Audit Department.  

16 45.7 11 31.4 8 22.9 0 0 0 0 

The recommendations by the Internal Audit 
Department are usually implemented by the relevant 
parties in the organization. 

9 

The Internal Audit Department receives adequate 
feedback from management on its audit findings and 
recommendations.  

8 

25.7 21 60 3 8.6 1 2.9 1 2.9

22.9 21 60 1 2.9 4 11.4 1 2.9
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7 DISCUSSION 
 
In early 1997 it was reported that the Housing and 
Local Government Ministry wanted all local authorities 
to set up internal audit units to help monitor and 
upervise financial management in line with 

he severest problems plaguing SLoGBs are 

erhaps this overhaul should extend to other 

ead in the public sector 
so pointed out that the internal audit function does 

esire to see any 
hanges that might result from having a fully 

 

ctor-General of 
e Treasury and the states’ financial officers agreed 

cknowledged 
ng an internal 

aud  function comprising four staff members, in all 
st  
lit  
un  
go  
co r 
au  
au  
nu ees of a state government, as to 
oom the audit process to failure from the start.   

sector, the 
terviewee said that it would improve when a desire 

ublic 
ccountability are normal occurrences. Azham (1999) 

e protection afforded by 
 culture that does not demand openness or full 

s
established procedures (NST, 20 February 1997). 
The Minister was also reported as saying that the 
units would be vital in ensuring that annual financial 
reports could be prepared by the closing dates. In this 
study, it was found that by the third quarter of 2003, 
there were only 15 local governments in the 
Peninsular Malaysia with an internal audit function. 
This may be due to the fact that in at least two states 
(Perak and Johor) in Peninsular Malaysia, the internal 
audit function of local governments is conducted by 
the internal audit departments or units attached to the 
two state governments. Such an arrangement 
appears to bring no real comfort, however, since the 
internal audit function in the majority of the 9 state 
governments and their 10 statutory bodies operate 
with limitations similar to those found in the majority of 
the local governments that possess internal audit 
departments or units. 
 
T
concerned with the shortage of audit staff and of staff 
lacking in audit competencies. In many organizations, 
the obstructionist attitude of non-audit personnel and 
top management has also managed to make it 
difficult for the auditors to perform their duties. Other 
problems concern the availability and quality of 
appropriate training and development programs and 
that audit approaches used are significantly out of 
date. Audit independence is more of a hope than a 
reality in a number of organizations. All in all, there is 
a pressing need for an overhaul of the internal audit 
function in SLoGBs, whether they have a recognized 
internal audit function or not.   
 
P
government entities too, for the view held by those 
interviewed in this research project is that the audit 
weaknesses are not unique to SLoGBs. An audit 
head interviewed in this research project said that 
there are internal audit departments or units that 
function effectively. But most in the government 
sector are not effective because they are largely not 
supported by their superiors, and their roles are 
insufficiently defined. In fact, some internal audit 
departments or units – especially those located in 
state governments and local authorities – are not 
independent in the conduct of their work. 
 
Another audit head who says that the practice of 
internal audit is not widespr
al
not enjoy much support from top management. His 
view of the sad state of internal audit in SLoGBs is 
that top management is responding to federal 
government pressure to set up the internal audit unit, 
and is not doing it from any d
c
functional and effective internal audit unit. In his 
opinion SLoGBs’ top management are not serious at 
all. 

Apparently, at a special meeting on the 9th October 
1999, the federal government’s Dire
th
on the setting up of internal audit units at the state 
government level. This decision was in response to 
repeated comments by the Auditor-General 
condemning the ongoing weakness of financial 
management controls and the consequent financial 
malpractices. Auditors from a number of SLoGBs 
interviewed for this research project a
the existence of this directive, requiri

it
ate governments. Unfortunately, there has been
tle direction or intent from any party to implement a
iform internal audit practice throughout the state
vernments. Worse still, there seems to be little
mprehension that a department comprising fou
dit personnel may be so small in comparison to the
dit coverage required, measured by  expenditure or
mber of employ

d
 
Thus, it is hard not to agree with an audit head’s view 
that the state of internal audit practice in the 
government sector as a whole is kept in check by the 
political agenda. Apparently special interests in 
society have managed to undermine the internal audit 
function throughout the government sector. Obviously 
these parties profit best when the internal audit 
function is least effective.  
 
Not surprisingly, when asked his view of the future of 
internal audit in the government 
in
for excellence developed. The absence of an 
environment appropriate for the effective emergence 
of a well functioning internal audit department in 
SLoGBs is discussed next.  
 
7.1 Contextually wrong 
 
For audit to be successful it needs to operate in an 
environment where transparency and p
a
has made this painfully clear in regard to the practice 
of external auditing. The same may be inferred for 
internal auditing in the public sector in Malaysia. 
Unfortunately, Malaysia still has a long way to go to 
achieve this. The recent Corruption Perceptions Index 
(CPI) compiled by Transparency International (NST, 
25 October 2004) ranks Malaysia 39th in a list of 146 
countries (and is ranked fifth among Asian countries 
after Singapore, Hong Kong, Japan and Taiwan).  
 
This is a drop of two places compared to the previous 
year and a drop of 0.2 points on a scale of 1 to 10.  
Though the index is only an appraisal of the extent to 
which corruption is perceived by businessmen and 
other groups, it is logical that such a perception is 
derived from experience. For the last decade 
Malaysia’s score has hovered around five, indicating 
a borderline “serious” corruption problem. It is 
probable that corruption is endemic here, and that the 
perpetrators have enjoyed th
a
disclosure in its transactions, and where those with 
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status and political affiliation are seldom charged or 
successfully prosecuted.  
 
All this is part and parcel of Malaysian life as Tunku 
Abdul Aziz Tunku Ibrahim, the executive president of 
the Malaysian chapter of Transparency International 
made clear in an interview with  the NST (24 October 
2004).  (Tunku Abdul Aziz Tunku Ibrahim was the 
founder of the Kuala Lumpur Society for 
Transparency and Integrity in 1995.) When asked 
whether he was happy with what has been done in 
curbing corruption within the country he replied:  “I 
feel our country can do better.” Some of his other 
observations were that Malaysia was perceived as 
not being serious about curbing corruption. To 
illustrate this Ibrahim pointed out that there were 
people living beyond their means, beyond what their 
salaries could sustain, with the balance coming from 
“unethical practices”. That nothing was done about 
this has undone a lot of good work.  Ibrahim did draw 
the interviewer’s attention to the fact that the new 
Prime Minister of Malaysia’s anti corruption 
statements were “… not rhetorical. This man means 
business …” 

to audit recommendations, 
nd their failure to take appropriate actions arising 

fro
 
W  
th  
of  
th  
th  
Au  
or  
ke  weaknesses at the level of 
Public Accounts Committee (PAC); the failure to 

ctober 2004) and, prior to Datuk Seri Abdullah 
er 

003, the lack of transparency in government
administration. 
 
W ar

sta
 down in sel

 New
nt the 

es hav
Tells 

(28 October 2003); “States Should 
xpose Corrupt Officials of Local Authorities” (8 July 
003); “More Enforcement Staff at MPAJ Could Face 

vernments provide the same 
cture. Several of these stories in the NST closely 

vernments, 
dependent of the Auditor-General’s audit reports, 

tch on SEDCs” a 
ont page report, (23 December 2000); and, “’Act 

, the following closing 
statement appears in six audit reports: for Kedah and 
Negeri Sembilan (15 October 2001, p. 108); for 
Terengganu (5 October 2001, p. 103); Kelantan (11 

01, p. 93); Malacca (Au 01, 
6) a is (11 August 200 .  

he outcome of this y s s th
ea s eported in years past are still 
ou i e Department ge s visited. 
hese include the failure to maintain acc rate

financial records, the failure to observe 
es ed procedures, and e ie a

ineffective management of activities. The 
weaknesses that take place are caused by the 
lack of supervision and monitoring of work 
performed by the lower rung staff. 

 
In a recent workshop at Universiti Utara Malaysia 
Zakaria Haji Mohammad Nor, Audit Director for 
Kehah State, highlighted the lack of transparency and 
accountability in the public sector (Zakaria, 2004). He 
also mentioned various problems and challenges that 
he and his colleagues from the National Audit 
Department have had to face in trying to improve 
accountability in the public sector. These included the 
lack of accountability of the heads of these public 
organizations: their failure to attend the audit exit 
conference; to respond 
a

m cases reported.  

ith this style of leadership, problems elsewhere in
e system are inevitable. Some of these are the lack
 cooperation from the audit clients, and the failure of
ese civil servants to rectify their mistakes. The list of
e ten most significant problems facing the National
dit Department confirms the negative impact of the

ganizational heads and their subordinates. Items of
y importance are the

implement the surcharges (of RM4000) if a 
department fails to complete its accounting and of 
RM5000 if it fails to present its books for audit 
(interview with the Auditor-General in the NST of 18 

the Axe” (14 June 2003); “Council Officers Warned” 
(10 June 2003); “Blowing Whistle on Local Councils” 
(10 June 2003); “Local Councils Should be 
Accountable to Residents, Says Rais” (9 June 2003); 
“ACA Plan to Curb Graft in Local Councils, Land 
Offices” (7 June 2003); “Take Grouses Seriously, 
Rais Warns Councils” (5 June 2003); “Local Councils 
Taken to Task for Delays in Implementing Decisions 
(10 January 2003); “PM Raps Local Authorities” 
(21 December 2002); “Inefficiency Causing Financial 
Weaknesses” (17 April 2002); and, “Local Authorities 
Urged to be More Transparent and Shun Corruption” 
(30 August 2000). Two of them - “Council Officers 
Warned” (10 June 2003) and “PM Raps Local 
Authorities” (21 December 2002) – were front page 
lead stories. 
 
Reports on the state go

O
Badawi becoming the Prime Minister on 31 Octob
2  Septemb

p. 1
 

ith all these underl g problems it is h
surprising that local newspaper articles depict 

yin dly 
te 

and local government as being bogged
serving corruption. For instance, just from the 
Straits Times, the following recent headlines pai

f-
 

picture that these local government entiti
repeatedly failed the people: “Buck Up, PM 
Local Councillors” 

e 

E
2

pi
reflect the audit reports issued by the Auditor-
General. A sample of recent NST headlines illustrates 
this: “States Reprimanded Over Handling of 
Finances” (3 August 2004); “Water Corporation’s 
Financial Management Found ‘Unsatisfactory’” 
(11 November 2003); “A-G: Kedah Finances in 
Unstable Condition” (19 March 2002); “Kelantan 
Government Not Transparent, Says Audit Report” 
(14 November 2000); “Poorly Kept Accounts: Malacca 
Has Yet to Learn From Past Mistakes” (20 June 
2000); “Errant Financial Officers Warned” (8 June 
2000); and, “Weaknesses in Financial Management” 
(7 April 1999).  
 
Other NST reports on state go
in
also provide a picture of governance failure. Some 
illustrative headlines: “Several Government 
Departments Inept in Preparing Financial Reports” 
(9 April 2004); “Malacca Warns Accountants” 
(17 November 2003); “Assets Missing From Agency” 
(26 September, 2002); “Inept Civil Servants Will Face 
Dismissal” (5 April 2001); “Close Wa
fr
Against Those Who Misused Fund’” (28 April 1998).  
  
From an examination of the Auditor-General’s reports, 
it appears that various state governments have been 
consistently “wayward” in their approach to 
accounting, auditing and reporting. From the National 
Audit Department’s website (www.audit.gov.my) in 
the first quarter of 2004

er 20
nd Perl

gust 30 20
1, p. 100)

T ear’s audit how  that e 
w kne ses r
ar
T

nd n th s/A ncie
u  

pr crib th ineffic nt nd 
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The Kelantan state government’s audit report of 
0 December 1999 has the following Conclusion 

on, the published financial 
statements have a lot of errors. Records keeping 

ong are also weak in 
financial management and in the administration of 

supporting 
documents during auditing. Fixed deposits, 

tioning of internal audit in SLoGBs  is not good. 
or those used to examining problems in isolation the 

ural 
mension of power distance, respectively. Under 

ral desire to oppose 
ccountability mechanisms such as internal audit that 

e (and artificial) shortage 
f staff, and the lack of audit competence.  

hat Malaysian society in general condones the lack 

ce 
dex indicates a national culture that has a high 

e 

2
(p. 20):  
 

 The Level of Financial Management at the 
government departments and agencies is still not 
satisfying. 
 
7.1 At the level of State Government 
Departments, weaknesses in putting control over 
allocations, administration of votes, expense 
control, revenue administration, lending and 
management of trust accounts and deposits are 
still around. These weaknesses have been 
mentioned repeatedly, indicating that the State 
Financial Authority has not yet taken widespread, 
effective and continuous action. 
 
7.2 Local Councils and State Statutory Bodies 
also show the same weaknesses, that is, 
expense control and revenue administration are 
still not occurring effectively and that some 
financial regulations have still not been fully 
complied. In additi

and accounts are inefficiently organized and are 
not up-to-date, and this has led to the issuance of 
audit disclaimer reports for some of them. 
(Emphasis in the original.) 

 
The state government of Perak’s audit report 
(18September 2000) shows the ongoing sad state of 
affair within the government:  
 

2.  Overall, the financial management of the State 
Government at the level of State Treasury still 
has weaknesses particularly in regard to control 
over revenues and expenses. The Land Office of 
Hilir Perak and that of Lengg

financial records. As a result of weak internal 
control systems, the loss of public funds totaling 
RM100,045 has taken place at the Land Office of 
Hilir Perak. 

 
Selangor state’s audit report’s conclusion includes the 
following (26 September 2001, p. 12):  
 

Overall, the quality for the Selangor State 
Statement of Public Accounts for the year 2000 
does not show clear improvement. There are still 
several Trust and Deposit Accounts which cannot 
be validated due to the absence of 

amounting to RM4 million, was not supported by 
certificate or bank’s confirmation letter, while the 
buying of shares, amounting to RM12.25 million, 
is not shown in the Statement of Public Account. 
The State Treasury needs to try harder in 
ensuring that supporting documents are kept 
more systematically and made up-to-date. 

 
Given the overall conditions in state and local 
governments and in the nation as a whole, it should 
be clear that the environment for the effective 
func
F

need for a supportive environment might not seem 
obvious as a prerequisite to improving the functioning 
of internal audit in SLoGBs. In other words, the 
current predicament faced by internal auditors in 
SLoGBs is a reflection of the prevailing socio-political 
environment, which is characterized by those in 
power showing little interest in ensuring good 
governance. There is an enormous gap between 
“espoused theories” and “theories-in-use” amongst 
the country’s leaders. Unfortunately, the general 
population appears to have resigned itself to this 
ongoing bad management and poor delivery. There 
are theories to explain the behaviors within the 
unbalanced relationship between the powerful few 
and the disempowered majority.  
 
7.2 Theoretical explanation 
 
The conduct of those in power and others who put 
them there can be explained using the politics of 
accountability theory and Hofstede’s cult
di
politics of accountability theory, political 
representatives, appointed officials, administrators 
and workers have good reasons to resist attempts to 
expose their work to scrutiny. As stated by Schwartz 
and Sulitzeanu-Kenan (2002), their interests in 
presenting a façade of organizational stability, budget 
maximization and the promotion of favorable image, 
contribute to a gene
a
might portray deficiencies in their work. This would 
explain why, in Malaysia so many of the SLoGBs 
operate without an internal audit function. For the 
majority of those which do possess an internal audit 
function their experience is that management has 
made it impossible for them to function well, because 
of, amongst others, a sever
o
 
T
of accountability from the powerful may explain in part 
why the internal audit function in SLoGBs is in a 
quagmire. Hofstede (1991) discusses five important 
cultural dimensions that explain the general 
similarities and differences in cultures around the 
world. One of these, the notion of power distance, 
helps define the behaviors of those with less and 
more power within a society. Specifically, the concept 
of power distance refers to the degree to which 
people are willing to live with unequally distributed 
power within and across their institutions and 
organizations. A high score on the power distan
in
tolerance for inequality. In short, the people accept 
the hierarchical order in which everybody has a plac
which needs no further justification. In the two 
surveys conducted between 1968 and 1973 amongst 
employees from subsidiaries of IBM in sixty-four 
countries and which involved 116,000 questionnaires 
in twenty languages, Malaysia received the highest 
score, ranking first for power distance (Hofstede, 
1983). It would therefore appear probable that the 
majority of Malaysians accept as normal situations 
that would be totally unacceptable in societies where 
the power distance is relatively small.  
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More to the point, internal audit in SLoGBs, a tool of 
internal accountability, remains in a state of limbo and 
f no benefit to the powerless, even after more than 

need of the powerless to depend on 
omeone more powerful. In other words, there is a  

ve that internal audit functions 
hould be set up in all government agencies. In one 

ed in implementing better corporate 
overnance practices, overseeing the wise spending 

 is proven by their recognition of how 
uch more still needs to be done to ensure the future 

lace in internal audit in SLoGBs if the 
otivation or pressure for change comes solely from 

h  

 
erely exists. Its importance is not that obvious.” On 

sisting in 
e fostering of better organizations. This is not an 

im  
or
pe
to  
be
ci  
co
co
 

o
forty years of independence from Britain. In most 
cases, the audit function and its potential benefits is 
not taken seriously either inside or outside of the 
organizations. The few inspiring success cases are 
really the exception to the norm of the audit function 
which is marked by shortages of staff and audit skills, 
and obstructive and unsupportive bosses and non-
audit personnel. The powerful enjoy their lack of 
internal accountability, a situation that can only exist 
when the internal audit function is hamstrung. On the 
other hand, the powerless members of the 
organizations and society as a whole have resigned 
themselves to their fate as impotent bystanders, 
unable to bring about much change to their situation.  
 
Ultimately it is still unrealistic to expect the future of 
the internal audit function in SLoGBs to be much 
different from its present. This is related to the fact 
that in societies with an unequal power distribution, 
the status quo is maintained because it satisfies the 
psychological 
s
symbiotic relationship between the two groups. 
Surprisingly however, auditors interviewed from every 
single one of the SLoGBs expressed optimism 
regarding the future of internal audit, not only within 
their own organizations, but also in the government 
sector as a whole. 
 
7.3 The audit future 
 
Though available evidence points to a bleak future for 
internal audit in SLoGBs, the internal auditors 
themselves believe that the function has a bright 
future. All in fact belie
s
particular interview, it was mentioned that internal 
audit will become increasingly vital because the rising 
educational level of the general public is powering the 
demand for transparency in all aspects of government 
administration.  In this organization there is already 
the trend for more and more cases to be sent to the 
internal auditors for investigation.  
 
In another interview, an audit head who appears to 
operate quite a successful audit operation, also said 
that the future for internal audit looks bright. In his 
view this is because the government is aware that the 
reports issued by internal auditors will enable it to 
improve its operational efficiencies and effectiveness 
–particularly in a world becoming more challenging 
than ever before. This means the internal auditor 
could be involv
g
of public money, and collecting revenues optimally.  
 
It is also noticeable that for a small number of those 
interviewed, there is no turning back for the internal 
audit function. This is because they seem to have 
already made significant contributions to their 
organizations. In one particular interview it was 
mentioned that non-audit staff in the organization 
remind each other that they need to be careful to 
conduct themselves in accordance with regulations – 

or else the internal auditor may reprimand them for 
their inappropriate conduct. Also, in this organization 
and a few others, the internal auditors have 
increasingly been asked to provide fellow employees 
with input regarding the proper interpretation and 
application of organizational procedures. In another 
organization where there appears to be quite a 
successful audit operation, the non-audit personnel 
appreciate the auditors’ constructive criticisms. In 
particular, it was mentioned during the interview that 
the work done by internal auditors has led to many 
changes taking place in the conduct of the financial 
management of the organization. 
 
Those optimistic about the future of internal audit are 
not naïve, as
m
of internal audit in SLoGBs. They point out institutions 
of higher learning, media operators and the internal 
auditors themselves still have to play their role. Also, 
the setting up of statutory audit committees and an 
audit monitoring body should be considered. (See 
further discussion on this topic in Azham et al. 
(2004)). Many also believe that the federal 
government in particular has a crucial role to play. 
This is discussed next. 
 
7.4 The federal government and internal audit in 

SLoGBs 
 
Many auditors say that there is little hope for real 
change to take p
m
within t e state and local levels of government.  They 
believe that the federal government should spearhead 
the needed changes.  
 
One of the most important changes involves the 
understanding, among all levels of civil servants, of 
the significance of the role of internal audit in the 
public sector. At present not many parties in SLoGBs 
have a high regard for internal audit.  One of the 
interviewees for this research pointed out that … “in 
local authorities, audit is not highly regarded – it
m
suggestions contained in the audit reports in 
particular, he/she said that the prevailing attitude was 
that it was of no consequence whether they were 
followed or not. 
 
By encouraging the recognition of the internal auditor, 
not as one who makes life difficult for others, but as 
one who is a “partner” with others, the federal 
government could significantly improve matters. 
Then, through the “smart partnership” concept, 
internal auditors would be recognized as as
th

possible task, as shown by one particular
ganization where the auditors are no longer 
rceived by their colleagues as “the police”.  Adding 
 the belief that the attitude towards auditors could
 changed was the fact that the education levels of 

vil servants was improving, and with education
mes the ability to appreciate a broader, positive 
ntext for the internal audit function.  
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A number of auditors interviewed think that by 
passing a federal law, instead of merely a treasury 
circular, the internal audit function in SLoGBs would 
e strengthened. However, in contrast, there was an 

au
ap  
to improve general understanding of the duties 
of the internal audit departments, and would also 
le
im  
ap
ba
th  
in
sp  
pl  
co stressed that such 
a rcular, should it be issued, would need to require 
SL  
or
 
O
st
re
ne  
po  
po  
result in 
th eeded to ensure the 

cruitment and retention of staff committed to having 

erhaps other key audit 
ersonnel) should be remunerated at a level which 

w r 
or  
th  
re  
he  
th  
be  
se  
sa  
pr  it is, the situation means that internal 
udit in the public sector is used as a stepping stone 

nother crucial move in improving internal audit in 
SL
fe  
wi  
th  
in  
th
wi  
hi  
au  
m  
tra
th
th al Audit 

epartment (see the interview given by the Auditor-

er actions will make a 
ositive difference to the internal audit function. There 

es and 
ismanagement which shows how ineffective internal 

s found. 
 

b
dit head who thought that a circular issued by the 
propriate state governments would be sufficient

ad to auditee cooperation, with consequential 
provements in effectiveness. These latter ideas
pear to have been formed by the individual’s very 
d experiences with top management and others in 

e organization who ignore the presence of the
ternal audit function in the organization. This is in 
ite of the fact that the audit function has been in

ace for several decades and has a significant staff
mplement. The audit head also 
ci
oGBs to strengthen their internal audit departments

 units, not merely to set them up. 

ther moves suggested during this study to 
rengthen the internal audit function in SLoGBs are 
lated to audit personnel. First, federal government 
eds to change the SLoGBs habit of treating the
sition of audit head as a stepping stone to better
sitions in the organization. Failure to do so could

appointees not taking their tasks seriously, 
e opposite of what is n

re
a stronger internal audit function.  
 
In addition, audit heads (and p
p

ould command the respect of others within thei
ganizations. From several interviews it emerged
at one of the reasons for auditees ignoring audit
ports is that, compared to other departmental
ads, the audit heads earn so much less. Related to
is, it emerged from another interview, there is the
lief that audit personnel should be paid what private
ctor internal auditors are paid. With current low
lary levels there is little motivation to be more
oductive. As

a
to positions in the private sector.  
 
A

oGBs would be for the relevant parties in the 
deral government to provide these organizations
th sufficient job warrants to hire audit staff. While
e quantity of job warrants is crucial, the quality of
ternal auditors recruited is no less so. Related to
is, the federal government needs to provide them 
th appropriate training programs. As stated by a
ghly motivated audit head (the recipient of clean
dit reports from the National Audit Department for

any years), there is a need for regular, compulsory
ining programs for all audit personnel. It is hoped 

at the completion of the National Audit Academy at 
e end of 2004, attached to the Nation

D
General to the NST, 18 October 2004) will enable this 
to occur. The aim of all these ideas is to match the 
capabilities of the internal audit function in SLoGBs 
with the size and the needs of their public 
organizations.  

Last but certainly not least, it is crucial that the federal 
government clearly spells out the consequences of 
ignoring audit reports. One of the possible actions 
could be that reports regarding these cases are filed 
with appropriate authorities outside the organization. 
No mention of this type of reporting appeared in the 
2004 Treasury Circular (that replaced the 1979 
Treasury Circular).  The 2004 Circular does, however, 
state that the presentation of the audit report is to be 
made at the organization’s Financial Management 
and Account Committee meeting.  It also says that 
the Treasury (whose director general issued the 
circular) is in charge of the task of evaluating the 
effectiveness of the internal audit units in the public 
sector.  
 
One hopes that these and oth
p
are a number of other interesting issues raised in the 
2004 Circular that are absent from the 1979 Circular. 
These include the following: the organizational head 
is now responsible for the employment of sufficient  
numbers of staff in the internal audit unit,  and 
ensuring that they have access to appropriate training 
courses; heads of internal audit are required to file 
their annual working plan and internal audit annual 
reports (once approved by the organizational heads) 
with the Treasury no later than 31 January (for the 
plan)  and 31 March of the following year (annual 
report); and finally all the internal audit units covered 
by the circular are required to become corporate 
members of the Internal Audit Institute of Malaysia, 
with the membership fees being paid by the 
government.  
 
8 CONCLUSION AND RECOMMENDATIONS 
 
In Malaysia, there is a continually increasing 
catalogue of organizational failur
m
audit is in both the public and private sectors. This 
catalogue also signals the importance of internal audit 
to both sectors. This research paper highlights the 
various factors that inhibit the function from meeting 
its potential. Within the 35 SLoGBs that do have 
internal audit operations the two greatest inhibitors to 
efficient and effective operations are the lack of audit 
personnel and the audit personnel’s lack of 
appropriate skills and competency for the tasks 
required of them. Less immediately obvious factors 
identified in this research include the rather difficult 
interaction between audit and non-audit personnel 
and between audit personnel and top management. It 
became obvious that so many internal audit 
operations in these SLoGBs still operate at a very 
simple, compliance-checking level, while for a 
significant minority independence of the auditors is a 
goal not yet in sight. This might be considered 
inevitable since the internal audit function for nearly 
half of the SLoGBs has only been around for just a 
few years. However, time alone does not improve 
matters: the effectiveness of internal audit functions in 
SLoGBs appears to be directly related to the 
management style of organizational heads found in 
SLoGBs, and their links, relationships and position in 
the social context in which the SLoGB i
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In those extremely few cases where the internal audit 
function appears to be doing well, the one single 
determining factor appears to be the attitude and 
leadership qualities of the head of the SLoGBs. 
These organizational heads know the importance of 
the internal audit function to the organization, and 
therefore ensure that they employ enough audit 
personnel. They have also ensured that the heads of 
their audit operations are capable auditors, and that 
reports filed by internal auditors are acted upon 
appropriately. Their numbers are unfortunately very 
small.  
 
Given this overview Malaysians may be assured that 
the internal audit function in very many SLoGBs will 
continue to be ineffective: “hidup segan, mati tak 
mahu” (no desire to live, [but then] no willpower to 
die). To be more exact, the internal audit departments 

y Circular appears to have been 
t, but is really only one early 

 lishment of the rightful place of 

e assisted by 

t 

well as 

ernal audit function:  

go n its own without the existence of 

quired skills to carry out IA, 

was deliberately sticking to 

derstand the 
meaning of time for those who do business. We 

may exist, but the overriding feature is the extreme 
shortage of staff and of auditing skills. This is 
complemented by incomplete or non-existent audit 
guidelines and audit reports that are ignored by 
everyone. In other words Malaysians may expect the 
status quo to remain unchanged. 
 
The duty to correct the wrongs of internal audit in 
SLoGBs would appear, from interview data, to be 
largely in the hands of the federal government. 
Interviewees identified the need for a clear, 
comprehensive and authoritative statement of the role 
of internal auditors in all government organizations. 

he 2004 TreasurT
intended to do just tha
tep towards the estabs

internal audit in the nation’s public sector.  
 
Arising from this research it appears that federal 
government should consider conducting an in-depth 
study on internal audit in the government sector 
based on those conducted by Canada (Canadian 
Treasury Board Secretariat, 2000) and Malta 
(National Audit Office, 2000). In addition, such a 
research project should look at the appropriateness of 
introducing a process similar to the Taxation System 
Review Panel (announced during the Prime Minister’s 
2005 Budget speech) comprising members from both 
ublic and private sectors who arp

experts, and are required to convene public hearings.  
 
The need for  such a study was made clear by the 
International Monetary Fund’s (IMF) Fiscal Affairs 
Department’s 2002 study which identified various 
models for internal audit in the public sector 
(Diamond, 2002). In other words, such a proposed 
study should not only identify Malaysia’s internal audit 
problems, but should also recommend appropriate 
model(s) for its public sector internal audit function. 
 
n the present study, the assumption has been thaI
the international audit standards produced by the IIA 
are appropriate for local consumption. But in his IMF 
Working Paper, Diamond (2002) argues that the 
international internal audit standards issued by the 
International Organization of Supreme Audit 
Institutions (INTOSAI) as well as those issued by the 
Institute of Internal Auditors may not be appropriate 
for many developing countries. Attempting to meet 
such “foreign” standards could introduce severe 

problems since the economically advanced countries, 
in comparison to the developing ones, have a well-
established culture of tolerance of auditors, and the 
will and funds to fully staff their audit departments. As 
Diamond, (2002, p. 8) says:  
 

… the recognition that IA has evolved in a 
particular institutional, legal, and political 
environment, which varies markedly in different 
groups of countries, raises an important question 
of the wider applicability and practicality of these 
standards, especially for the government sector. 
Even within OECD countries, there is a wide 
disparity in the role assigned to the IA, as 
the way it is organized, which results in diverse IA 
practices. Such diversity is also reflected in other 
parts of the world where the IMF has offered 
advice in strengthening and reforming the IA.  

 
Perhaps the suggested taxation system-style study 
should form part of a bigger study embracing internal 
and external audit in the public sector as a whole, 
while addressing the demands imposed by 
globalization, and for greater accountability and 
transparency from within the Malaysian society. 
Diamond (2002, p. 9) addresses this widening of the 
cope and context of the ints

 
IA cannot be expected to enforce good 

vernance o
other workable controlling mechanisms to enforce 
accountability. In particular, it cannot substitute for 
external audit or compensate for a weak external 
audit system. Rather, the two systems should go 
hand-in-hand and complement each other. In 
many countries which suffer from a lack of 
personnel with the re
ways must be found to economize in the use of 
this scarce manpower both in terms of the design 
of the IA and restricting its functions so as not to 
dilute its impact.  

 
At the recent MIER National Economic Outlook 2005 
Conference in Kuala Lumpur on 7 December 2004 
(NST, 8 December 2004) the Prime Minister stated: 
“The Government was open to constructive criticism 
and new ideas as it will be facing a number of 
challenges that may cloud its prospects in 2005.” 
Interestingly, in the same conference, he mentioned 
hat the government t
building a national performance culture, supported by 
three levels of strategic development priorities. One of 
these concerned public sector performance. It is 
hoped that he was referring not just the federal bodies 
but also to those of state and local governments. 
 
Supporting this view that all levels of the government 
must adopt a performance culture  was  economist 
Datuk Dr. Zainal Aznam Yusof of the Asian Strategic 
Leadership Institute (ASLI) in the recent interview with 
the newspaper Mingguan Malaysia (19 December 
2004). Specifically, regarding the slowness of the 
nation’s bureaucrats to respond to potential investors, 
he said:  
 

Our bureaucrats have yet to un

Southern African Journal of Accountability and Auditing Research Vol 7: 2007 (25-57) 48



Internal audit in the state and local governments of Malaysia 
 

have to shift our view of the delay in completing a 
bureaucratic task to cost incurred by businesses. I 
am not so sure as to whether our agencies and 
bureaucrats are looking at it that way. … 

 
…I may be a little critical but what I can see is 
that they do not understand it. That is why for so 
long I have argued that the concept of Key 
Performance Indices (KPI) is expanded to all 
levels of the government down to the local 
governments. I think those at the low level of 
government (local authorities) are more involved 
in politics of the kind that are hardly visible to the 
eye, corruption and so on and so forth. 
(Emphasis added.) 

 
With federal government’s efforts to improve internal 
audit in the public sector, it becomes obvious that 
internal audit is very important to public sector 
organizations. For many auditors interviewed this is 
s it should be. But this then would require that the 

y because of the 
xistence of the Auditor-General’s Circular No. 

for the purposes 
related to their career development. 

cial management), while the internal 

re for a long time and are difficult to detect. 
ut internal auditors will have more insight into those 

entation, and who monitors the 
implementation … As we go in an out of 

them to be prudently managed. It is my aim to 

 
of bond financing for the local governments.   

a
current official importance given to the external audit 
function (particularly its audit reports) conducted by 
the National Audit Department, must now also be 
placed on the internal audit function.   
 
One of the audit heads interviewed sees nothing 
wrong with that. After all, it is the internal auditor and 
not the external auditor who stays put inside the 
organization all year around. Nonetheless, this idea 
may not work in practice, simpl
e
1/2002 dated 14 May 2002. This Circular creates the 
impression that the auditors in the state and local 
governments are working for the National Audit 
Department. Such a view may be expected, when in 
Para 1.4 of Circular No. 1/2002 it is made clear that:  
 

Presently nearly 80% of the posts at IAU are filled 
with officers from the National Audit Department, 
whether through secondment or through 
allocation of ‘cadre’ positions. Hence, the co-
operative relationship between NAD and IAU is 
also important … through such a relationship the 
management of NAD can evaluate the work 
performance of those officers 

 
Elsewhere in the Circular, under the heading 
“Mekanisma Perhubungan” (Relationship 
Mechanism), the different levels of interaction 
between the National Audit Department bosses and 
internal auditors are detailed and support the view 
that the latter are subservient to the former.  
 
Therefore, the time is long overdue that the working 
relationship between auditors from the National Audit 
Department and those from internal audit 
departments or units is reviewed and redefined. 
Whilst both audit branches within government are 
supposed to work together closely, since both are 
concerned with internal control measures and public 
accountability issues, the relationship should not 
make one branch subservient to the other. Perhaps 
the division of responsibilities should be that the 
National Audit Department focuses solely on financial 
audit (thus finan

auditors focus on management audit, risk 
management and corporate governance issues, 
amongst other more recent additions to the internal 
audit sphere of influence.  
 
In Parliament in April 2003 an MP raised similar idea 
(NST, 3 April 2003). It was his view that close 
cooperation between the Auditor-General and internal 
auditors of the various ministries and government 
departments would help expose cases of 
mismanagement in the government. The MP went on 
to say: “Annual audits by the Auditor-General may not 
reveal the more detailed and entrenched problems in 
a department. This is because those problems have 
been the
B
discrepancies because they are there longer.” (Husni 
Hanadzlah, MP for Tambun, quoted in NST, 3 April 
2003). 
 
It appears however that the separation of audit tasks 
is unlikely to occur. In other words, it is unlikely that 
the National Audit Department will ever focus 
exclusively on financial audits with the internal 
auditors’ exclusive focus on management audits. This 
may be inferred from the interview given by the 
Auditor-General to the NST (18 October 2004) where 
he mentions the following:  
 

Our Performance Audit will be the core business 
of the future. Here we see how projects and 
activities are implemented through observing 
three components – how projects are planned, 
their implem

departments over the years, we expect more of 

see that there is no need to highlight 
departments’ financial management once they 
become strong, accountable and transparent. 
This will allow the department to focus mainly on 
auditing their performance. This is a realistic 
target. Now departments tend to repeat the same 
mistakes. 

 
The above statements are unacceptable especially 
when so much more improvement is needed in the 
accounting arena of the state and local governments.  
 
Azmi Setapa, a senior research fellow at the 
Malaysian Institute of Economic Research (MIER), 
touches on this issue when discussing bond financing 
for the local authorities (NST, 21 February 2004). 
(See also Azmi and Elayne, 2004.) He said that local 
authorities appear unable to secure bond financing 
because of “accounting practices and transparency 
issues”. It seems that the current audited financial 
statements are not sufficient at all. Thus he says:  
 

To enable rating agencies to execute their jobs 
successfully, they must be allowed to explore, 
examine and analyse all data related to local 
government activities. Thus, the whole 
transparency issue relating to the adequacy of 
accounting, auditing and disclosure standards will 
need to be addressed prior to the implementation
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Needless to say, this confirms the important role the 
accountants and auditors of the local governments 
play in helping these organizations to fulfill the 
information need of rating agencies. From these 
improved ratings local governments would have 
extended access to funds, enabling them to provide 
better services for their communities. Until now local 
governments have been financed through 
assessments and federal/state grants.  
 
It appears fair to assume that for the foreseeable 
future the internal auditors in SLoGBs will maintain 

eir subservient role to the National Audit 

eported during this 

nagement 

it 

nyone in internal audit 
ould be willing or able to make and sustain the 

r
h
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T
b
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b  
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in
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t  
I  

l audit departments in the nation’s 

d at 

r to stop the taping at any point. Finally, 

p

th
Department’s auditors. Those internal audit 
departments that are functioning well will continue to 
reduce the number of unfavorable SLoGB audit 
reports from the Auditor-General. This is already a 
reality.  With the assistance of amongst others, the 
National Audit Department and the state 
government’s finance department, one SLoGB set up 
its internal audit function and received a clean audit 
report from the Auditor-General the next financial year 
end. It must be noted, however, that in this particular 
case the SLoGB’s audit head r
research interview that one of his tasks was to assist 
the National Audit Department in reducing repeatedly 
commented cases in the organization. In the light of 
decades of consistent criticism by the Auditor-
General, the achievement of a clean external audit 
report should be reason enough for SLoGBs to 
celebrate in the short term.  
 
The longer term tasks and goals for the audit function, 
however, go beyond the present concerns of 
implementing basic financial ma
(specifically, keeping of financial records, correctly 
preparing financial reports and offering appropriate 
training to employees). As an audit head stated, the 
future direction of internal auditors in the government 
sector should mean more authority and greater 
responsibility in helping their organizations to achieve 
their stated goals. (Illustrating the misuse of internal 
audit resources, many internal auditors are required 
to receive and investigate complaints from members 
of the public. This is in conflict with their real task of 
improving the work done by those within the 
organizations.)  
 
Overall, this research highlights the need for an 
increase in resources allocated to the internal audit 
function in the Malaysian public sector. In an era 
where globalization, accountability and transparency 
are considered points of reference in just about every 
business and public sector activity, the challenge is to 
uproot old ways and to establish viable and 
appropriate new ones. Failure to implement the 
ecessary changes will perpetuate the internal audn

function’s already negative reputation of being 
interested only in finding fault with the organization, 
and this is of little real benefit to anyone. Without 
strong effort to upgrade the internal audit function the 
country will not achieve its potential in the face of 
more competitive foreign businesses . 
 
That glimmer of hope mentioned above appears to be 
an unsustainable anomaly at present. The politics of 
accountability theory (Schwartz and Sulitzeanu-

Kenan, 2002) plus the nation’s large power distance 
(Hofstede, 1991) combine with the fact that most 
aspects of Malaysian life lack transparency and public 
accountability (Azham, 1994, 1999) to suggest that it 
is highly improbable that a
w
equired changes. As far as internal audit in SLoGBs 
as a future, it appears to be as bleak as its present. 
hose changes that have been reported have not 
een sustained, and the recent prevention of the
uditor-General’s annual reports on state
overnments and federal government agencies from 
eing tabled in the Parliament (NST, 14 December 
004) effectively halted any hope for improvement in
he internal audit function in Malaysia.  

hese Auditor-General reports allegedly contained 
roof that some states were effectively bankrupp

would have given added weight to comments made 
by the leader of the opposition, Lim Kit Siang, and the 
Auditor-General. The Auditor General, in an interview 
in the New Sunday Times (NST 18 October 2004) 
said: “… Many States are in dire straits as additional 
revenues are not forthcoming … I can say that a few 
are on the brink of bankruptcy …”)  
 
9 LIMITATIONS OF THE STUDY 
 

here were at least four significant challenges faced 
y the study. The first concerned the absence of a 
cally generated set of standards for the practice of
ternal auditing. This necessitated the use of foreign
enchmarks in the form of the SPPIA (and similar
ocuments) against which to study  internal auditing 
 state and local government departments. As 
iamond (2002) mentions, the question of relevance 
f international standards to Malaysia has not been 
nally established. However, it is interesting to note 
hat these very same SPPIA  were (re)issued by the
nstitute Internal Auditors Malaysia in 2002 as
uidance for internag

listed companies.  
 
A second possible weakness of this study concerned 
the collection of data through face-to-face and phone 
interviews with civil servants. The key concern was 
the perceived sensitivity of the issues addressed in 
this research. Given the structure of the departments, 
and the nature of Malaysian society, it was always 
possible that interviewees would “soften” their 
responses in order to protect themselves from the 
consequences of a too negative (accurate) portrayal 
of the state of internal audit in the country.  In  the 
attempt to gain fuller co-operation, interviewees were 
ssured, both in the letter inviting participation ana

the start of the face-to-face interviews, that 
confidentiality would be assured for every section of 
the interview; that they should feel free to describe 
matters in their own words, and that the open-ended, 
semi-structured section of the face-to-face interview  
would only be recorded if they gave specific 
permission for this. In cases where they did give 
permission to tape, they were also allowed to ask the 

terviewein
they were also assured of anonymity: that in any 
ublished results it would not be possible to identify 
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an rman (1994) discuss various  

chniques open to an interviewer: sharing knowledge 

e-to-face 
terview. During these interviews, little note-taking 

0 FURTHER STUDY 
 
Si  
fu
in e 
sa  
co  
Pe
by  
th e undertaken 

milar to those now being attempted for the SLoGBs 

ociated with the federal 
overnment. The same approach of in-depth 

would have been strengthened if the senior 
fficials and departmental heads had been given the 

Fi  
an  
pu
si  
as
20
fe  
re  
D
S
sh
H
st
an t 
po arawak to tap the international financial 

arkets for funds to develop the state economy.  

ontribution to the state’s stellar financial 

ither the person or the organisation, unless specific
ermission had been obtained beforehand. 

he third possible weakness of the study in
p

lling the truth. Van Maanen (1979) discusses three
asons for deception by interviewees being
terviewed at their places of work: maintaining or 
hancing appearance; ignorance, and 
substantiated assumptions. Interviewers however 
ve a number of techniques at their disposal to

entify the reasons for omitting, selecting or distorting
ta and for attempting to deceive the interviewer (not
 mention deceiving themselves). Douglas (1976)
d Miles and Hube

te
of "what's going on" (for example quoting earlier 
media reports) and seeing whether the respondent 
concurs; summarising a state of affairs and then 
asking the interviewees to deny it; continuous probing 
during the interview sessions; and triangulation of 
views from several different sources.  
 
The final possible weakness of the study involves the 
writing of reports after each phone and fac
in
was undertaken, to ensure full concentration on the 
matters being discussed. But within the next twelve 
hours the interviewer had to tape record a summary 
and analysis of what had been discussed. At a later 
stage a fuller report, complete with quotes where 
necessary, was prepared for each interview. While 
the objective was to retain as much of the essence of 
the original data as possible, this type of data 
gathering is prone to the loss of data through the act 
of producing a summary. 
 
1

nce internal audit is such an important monitoring
nction in an organization, it would be highly 
formative if similar studies, using more or less th
me questionnaire and approach, were to be
nducted for other organizations in the country.
rhaps by doing so, problems and challenges faced 
 the audit function as a whole, would be identified,
us enabling corrective efforts to b

si
in Peninsular Malaysia. Other organizations which 
might be studied include federal government 
ministries, departments and agencies; federal 
government’s statutory bodies and associated 
companies; companies listed on Bursa Malaysia, and 
the nation’s cooperatives.  
 

Within the last year few years, the head of the 
research team together with others have in fact 
embarked on two studies of the internal audit function 
in bodies and companies ass

 

g
interview was used. The second study on internal 
audit in the federal ministries and departments (plus 
six statutory bodies) has already been completed, 
while for the third one, covering the rest of the 
statutory bodies and GLCs located in Klang Valley, 
the data collection process is still on going. The 
former study is supported by the university grant, 
while the latter comes under IRPA. A total of just over 
RM 100,000 of public funds will have been spent in 
three studies of internal audit in Malaysia’s public 
sector by the middle of 2007.  
 
In the current and ongoing research projects the 
results 
o
opportunity to participate. Their views, when 
compared with those of the internal auditors (who 
almost always perceive themselves as the victims), 
would have given additional insight into the 
challenges facing internal audit departments. In fact, 
the heads of the SLoGBs whose internal auditors 
were interviewed have been invited to respond to this 
research report.  
 

nally, it would also be most interesting to research
d compare  the state of internal auditing in the
blic sectors in Sabah and Sarawak  particularly 

nce the Auditor-General recently identified Sarawak
 one of the well-managed states (NST, 18 October 
04), while Sabah is one of the seven states in the 

deration categorized as “almost bankrupt”. As
ported by John Teo in his column (NST, 11
ecember 2004), of all the states in the federation, 
arawak also has the healthiest financial balance 
eet with surplus reserves in excess of RM3 billion. 

ence, it is not surprising to find that it is the only 
ate in Malaysia that has been given credit rating by 
 international credit-rating agency, thus making i
ssible for S

m
 
Such a study would uncover the attributes of a well-
run internal audit function in the state, and identify its 
c
performance. The findings could also be compared 
with those for Peninsular state and local governments 
where in most cases the internal audit function is at 
“infancy stage”. Finally, Sarawak’s experience may be 
used as the local bench mark for future studies of the 
functioning of internal audit in Malaysia’s SLoGBs. 
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APPENDIX B 
LIST OF STATE & LOCAL GOVERNMENTS (FACE-TO-FACE INTERVIEWS) 

IT/ 
T   

 

STATES POSITION HELD BY INTERVIEWEE UN
DEPARTMEN

   
JOHOR   

1.Majlis Bandaraya Johor Bahru Head of Internal Audit Unit 
2.Setiausaha Kerajaan Negeri Johor Head of Internal Audit Unit 

rsejarah Internal Auditor, Internal Audit Assistant  Unit 
Department 

istants (2)  Department 
 

Unit 

ternal Audit Assistant (Phone Interview) Department 

it  Department 
fficer of Internal Audit   Unit 

it, Internal Auditors Unit 

Internal Audit  Unit 

Department 

 
uditor Department 

bandaran Taiping Head of Internal Audit  Unit 
Unit 

swered Parts A & Department 

ng 

Unit 

MELAKA   
1. Majlis Bandaraya Melaka Be
2. Perbadanan Air Melaka Internal Auditor 
3. Perbadanan Kemajuan Negeri Melaka  Manager of Internal Audit and System 

Quality 
Unit 

4. Setiausaha Kerajaan Negeri Melaka Accountant, Internal Audit Ass
SELANGOR  

1. Majlis Perbandaran Petaling Jaya Head of Internal Audit, Internal Auditor Unit 
2. Majlis Perbandaran Selayang Acting Head of Internal Audit / Internal Audit 

Assistant (Phone  Interview) 
Unit 

3. Majlis Perbandaran Subang Jaya Internal Auditor Unit 
d of Internal Audit Unit 4. Majlis Perbandaran Kelang Hea

5. Majlis Bandaraya Shah Alam Head of Internal Audit, Internal Audit 
Assistants (2) 

6. Majlis Perbandaran Ampang Jaya In
7. Perbadanan Kemajuan Negeri 

Selangor  
Head of Internal Audit Unit 

8. Setiausaha Kerajaan Negeri Selangor Head of Internal Audit and Public 
Complaints / Special Officer to the State 
Secretary 

Department 

9. Majlis Agama Islam Selangor Head of Internal Audit Unit 
PAHANG   

1. Majlis Perbandaran Kuantan Head of Internal Aud
2. Perbadanan Kemajuan Negeri Senior O

Pahang 
3. Setiausaha Kerajaan Negeri Pahang Head of Internal Audit, Audit Clerk Unit 

r of Internal Aud4. Lembaga Kemajuan Perusahaan 
Pertanian Pahang 

Manage
(5) 

TERENGGANU   
1. Perbadanan Memajukan Iktisad Manager of Internal Audit  Unit 

Negeri Terengganu 
2. Setiausaha Kerajaan Negeri Head of 

Terengganu 
KELANTAN   

1. Majlis Perbandaran Kota Bharu Head of Internal Audit  
2. Perbadanan Kemajuan Iktisad Negeri 

Kelantan 
Manager of Internal Audit and Naziran Department 

3. Setiausaha Kerajaan Negeri Kelantan Head of Internal Audit  Unit 
PERAK  

1. Majlis Bandaraya Ipoh Internal A
2. Majlis Per
3. Perbadanan Kemajuan Negeri Perak Manager of Internal Audit  
4. Lembaga Air Perak Head of Internal Audit (An

B), Audit Assistant (C & D) 
5. Setiausaha Kerajaan Negeri Perak Head of Internal Audit  Unit 

PULAU PINANG   
1. Majlis Perbandaran Pulau Pinang Head of Internal Audit  Unit 
2. Majlis Perbandaran Seberang Prai Internal Auditor Unit 
3. Perbadanan Pembangunan Pulau 

Pina
Internal Auditor, Internal Audit Assistant Unit 

4. Setiausaha Kerajaan Negeri Pulau 
Pinang 

Assistant to the Head of Internal Audit  Unit 

KEDAH   
1. Perbadanan Kemajuan Ekonomi 

Kedah 
Head of Internal Audit  Unit 

2. Setiausaha Kerajaan Negeri Kedah Head of Internal Audit /Special Officer to the 
State Secretary (Answered Parts D & C), 
Internal Auditor (A & B) 
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APPENDIX  C 
LIST OF STATE & LOCAL GOVERNMENTS (PHONE INTERVIEWS) 
 

PERLIS PAHANG 
1
2
3
4
 

1 6. Majlis Daerah Raub 

U 

an Kemaman 

aeraj Kuala Langat 5. Majlis Daerah Kuala Krai 

yasan Melaka 
3. Perbadanan Perpustakaan Awam Melaka 
4. Perbadanan Kemajuan Tanah Adat Melaka 
5. Majlis Perbandaran Alor Gajah 
6. Kolej Teknologi Islam Melaka 
7. Majlis Sukan Negeri Melaka 

 

. Pejabat SUK Perlis 1. Yayasan Pahang  

. Perbadanan Kemajuan Ekonomi Negeri Perlis 2. Perbadanan Kemajuan Bukit Fraser 

. Yayasan Islam Negeri Perlis 3. Perbadanan Stadium Darul Makmur 

. Majlis Perbandaran Kangar 4. Majlis Daerah Rompin 

KEDAH 5. Majlis Daerah Maran 
 Majlis Bandaraya Alor Setar .

2. Majlis Perbandaran Sungai Petani 7. Majlis Daerah Bentong 
3. Majlis Daerah Yan 8. Majlis Daerah Temerloh 
4. Majlis Daerah Sik 9. Majlis Daerah Jerantut  

 
5. Majlis Perbandaran Kulim TERENGGAN
6. Majlis Daerah Kubang Pasu 1. Majlis Daerah Marang 
7. Majlis Daerah Padang Terap 2. Majlis Daerah Besut 
8. Majlis Perbandaran Langkawi 3. Majlis Perbandar
 

PULAU PINANG 4. Majlis Daerah Setiu 
1. Majlis Sukan Negeri Pulau Pinang 5. Majlis Daerah Dungun 
2. Perbadanan Perpustakaan Awam Negeri Pulau 
Pinang 

6. Majlis Daerah Hulu Terengganu 

 
SELANGOR KELANTAN 

1. Majlis Daerah Sepang 1. Majlis Daerah Machang 
2. Majlis Daerah Kuala Selangor 2. Majlis Daerah Pasir Puteh 
3. Majlis Daerah Hulu Selangor 3. Majlis Daerah Gua Musang 
4. Majlis Perbandaran Kajang  4. Majlis Daerah Jeli 
5. Majlis D
 

NEGERI SEMBILAN 6. Majlis Daerah Tanah Merah 
1. Pejabat SUK Negeri Sembilan  7. Majlis Agama Islam Kelantan 
2. Perbadanan Kemajuan Negeri Sembilan 8. Perbadanan Perpustakaan Awam 
3. Yayasan Negeri Sembilan 
 

MALACCA 
1. Majlis Daerah Jasin 
2. Ya
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