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Abstract 

The study was designed to examine the independence of internal 
auditors and the reliability of their reports in the public sector. To carry 
out the study, three hypotheses were formulated. The population of the 
study comprised 46 Accountants and 18 Internal Auditors giving a total 
population of 64 respondents in the four tertiary institutions studied in 
Anambra state .There was no sampling because the population was 
small. Z-test statistic was used to test the hypotheses at 0.05 level of 
significance. The study, among others, revealed that internal auditors 
require organizational independence from the management in order to 
have unrestricted evaluation of management activities. It also revealed 
that inclusion of the internal auditors as principal officers would help to 
repose more confidence on the integrity and the credibility of their 
reports. Based on the above , it was  recommended , among others,  that 
, internal auditors require organizational independence from 
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Management in order to  have unrestricted evaluation of management 
activities and personnel .The study also recommends that Inclusion of 
the internal Auditor as a principal officer would help to repose more 
confidence on his integrity and the credibility of his report. 

             
 
 

Internal Audit is a large and significant part of the finical control of many 
organizations. It is an entity which is aimed at disclosing the strengths and weaknesses 
and the main areas of vulnerability and risk through the evaluation of financial controls. 
Internal Auditing is an independent, objective assurance and consulting activity 
designed to add value and improve an organizations operations (Wikipedia, 2012). The 
Financial Regulations (2009) defined an internal Audit as a managerial control which 
functions by measuring and evaluating the effectiveness of internal control system in an 
organization. The Auditing Practice Committee Guidance for Internal Auditors,(2013) 
defined internal Audit as follows:  

 
An independent appraisal function established by the management for 
an organization for the review of the internal control system as a 
service to the organization. It objectively examines, evaluates and 
reports on the adequacy of internal control as a contribution to the 
proper economic, efficient and effective use of recourses.  
 
There are two important aspects of these definitions. First is the issue of 

independence. Internal Auditors are officials of the organization. Financial Regulations 
(2009) stated that the internal Auditor in charge will be directly responsible to the 
Accounting officer for a detailed audit of the accounts and records and for the 
examinations of the systems and procedure in force. He will submit to the Accounting 
officer a detailed programme of the Audit and thereafter he will report monthly to the 
Accounting officer on the progress of the audit. 

The objectivity of the internal Audit is seen in terms of each auditor having an 
objective attitude of mind and being able to exercise judgment, express opinions and 
present recommendations with impartiality. Awe (2002) maintained that the 
independence of the Auditor implies that the Auditor is free from the influences of his 
personal interests and biases and that of the directors (or management). It is interesting 
that the Auditing Practice Board (2014), while it has reiterated some of the essence of its 
definition, has dropped the word independence”. It goes on to state that irrespective of 
the degree of internal Audit’s autonomy and objectivity, it cannot achieve the same 
degree of independence required of external auditors when expressing an opinion on the 
financial statements. Okoli (2004) made it clear that the internal Auditor is never 
independent; rather, he is always under the influence and directives of the management. 
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The second important aspect is the concentration on reviewing the internal control 
system Auditing activity is primarily directed at improving internal control. The 
Auditing Practice Committee defined an internal control system as the whole system of 
control, financial or otherwise, established by the management in order to carry on the 
business of the enterprise in an orderly and efficient manner, to ensure adherence to 
management’s policies, safeguard the assets and secure, as far as possible, the 
completeness and accuracy of the records ( Iheonunekwu, 2005). Under the Committee 
for Sponsoring Organization of the Treadway Commission (COSO) framework, internal 
control is broadly defined as a process, effected by an entity’s Board of Directors, 
Management, and other personnel, designed to provide reasonable assurance regarding 
the achievement of objectives in the following internal control categories: 
 Effectiveness and efficiency of operations 
 Reliability of financial reporting 
 Compliance with laws and regulations and 
 Safeguarding of Assets 

Management is responsible for internal control. Managers establish policies and 
processes to help the organization achieve specific objectives in each of these categories. 
Internal Audits perform audits to evaluate whether the polices and processes designed 
are operating effectively and provide recommendations for improvement where 
necessary. 
 Internal auditing is a catalyst for improving an organization’s effectiveness and 
efficiency by providing insight and recommendations based on analysis and assessment 
of data and business process. It helps an organization accomplish its objectives by 
bringing a systematic, disciplined approach to evaluate and improve the effectiveness of 
risk management control and governance processes. With commitment to integrity and 
accountability, internal auditing provides value to governing bodies and senior 
management as an objective source of independent advice. A typical internal audit 
assignment involves the following steps: 
1. Establish and communicate the scope and objectives of the audit to appropriate 

management. 
2. Develop an understanding of the business area under review. This includes 

objectives, measurements, and key transaction types. It involves review of 
documents and interviews. Flowcharts and narratives may be created if 
necessary. 

3. Describe the key risks facing the business activities within the scope of the 
audit. 

4. Identify control procedures used to ensure that each key risk and transaction 
type is properly controlled and monitored. 

5. Develop and execute a risk-based sampling and testing approach to determine 
whether the most important controls are operating as intended. 
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6. Report problems identified and negotiate action plans with management to 
address the problems. 

7. Follow-up on reported findings at appropriate intervals. Internal audit 
departments maintain a follow -up data base for this purpose. 

 Internal auditors issue reports at the end of each audit that summarize their 
findings, recommendations and any responses or action plans from management. The 
financial Regulations (2009) stated that the internal Auditor will submit to the 
Accounting Officer a detailed programme of audit and thereafter he will report monthly 
to the Accounting Officer on the progress of the Audit. He will also issue special 
reports, if necessary, when in his opinion, the attention of accounting officer and the 
Accountant in-charge must be called to any irregularity in the accounting records or to 
an apparent weakness in the accounting procedure or to any apparent in-attention to the 
reports of the Auditor - General or earlier internal audit reports issued by him. Each 
audit finding within the body of the report may contain five elements sometimes called 
the “5C’s”. 
1. Condition:  What is the particular problem identified? 
2. Criteria: What is the standard that was not met? The standard may be a company 

or government policy or other bench mark. 
3. Cause? Why did the problem occur? 
4. Consequence what is the risk/negative outcome (or opportunity forgone) 

because of the finding? 
5. Corrective action: what should management do about the finding? What have 
they agreed to do and when. 

The recommendations in an internal audit report are designed to help the 
organization achieve its goals which may relate to operations, financial reporting or 
legal/ regulatory compliance. They may relate to effectiveness (i.e. whether goals were 
met or compliance with standards was achieved) or efficiency (i.e., whether the outputs 
were generated with minimum inputs). Audit findings and recommendations also relate 
to particular assertions about transactions, such as whether the transactions audited were 
valid or authorized, completely processed, accurately valued, processed in current time 
period, and properly disclosed in financial or operational reporting, among other 
element. 

The issue of what should be the qualification of an internal Auditor is highly 
debatable and often times depend on organizations. Okoli (2004) Opined that an internal 
Auditor can be a specialist in any of the social sciences. Wikipedia (2012) sees an 
internal auditor as a professional Accountant while the Financial Regulation (2004) 
states that the  Accountant- General shall ensure that a suitably competent Accountant is 
placed directly in the charge of the internal Audit unit of ministries/extra ministerial 
offices and other arms of government. By implication, the Word suitably competent 
Accountant means a professional accountant, not necessarily an accountant. 
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Statement of problem 
There is a growing concern on the independence of the internal Auditor and the 

reliability of his reports. The undue interference of the management and some principal 
officers on the internal Audit activities oftentimes cast some aspersions on the 
independence, integrity and the reliability of the internal audit reports. From 
professional and practical view points, the internal auditor should never be under any 
principal officer except the accounting officer. The Financial Regulations (2009) stated 
that the internal auditor in charge will be directly responsible to the Accounting officer 
for a detailed audit of the accounts and records and for the examination of the systems 
and procures in force. This is to ensure accountability and smooth running of any 
organization. 

It can be observed that the Head of Accounting Department or the Chief 
Accountant, for instance, can easily manouever the Internal Auditor or even intimidate  
him since the Auditor is not one of the principal offices and part of the management. 
Critically viewed, the internal Auditor is often considered as one of the “four pillars” of 
corporate governance, the other pillars being the Board of Directors, the Management 
and the External Auditor. Corporate governance can be defined as a combination of 
processes and organizational structures implemented by the Board of Directors to 
inform, direct, manage and monitor the organization’s resources, strategies and polices 
towards the achievement of the organization’s objectives (Wikipedia, 2012). The above 
definition of corporate governance can be applied in the public sector. The problem, 
therefore, is, how can confidence be reposed on the internal audit report since he is 
under the influence and control of many higher offices and how can independence of the 
internal auditor be legally assured so as to enhance reliability of his report.  
 
 Objective of the study 

The major purpose of the study was to examine internal Auditors Independence 
in the performance of his duties and expression of his opinion. Specifically, the purpose 
of the study was to: 
1. Ascertain the extent to which the internal Auditor is free to express his opinion  
2. Ascertain whether  the inclusion of internal Auditor as part of the management 

would give him some measure of autonomy or independence; 
3. Determine what should be the conditions for removing an internal Auditor. 
 
Statement of Hypotheses 

The study was guided by three hypotheses tested at 0.05 level of significance: 
1.   There is no significant difference in the mean responses of Accountants and 

Auditors on the extent to which the internal Auditor is free to express his 
opinion in his report. 
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2. There is no significant difference in the mean responses of Accountants and 
Auditors on whether the inclusion of the Internal Auditor as part of the 
management would give him independence. 

3. There is no significant difference in the mean responses of the Accountants and 
the Auditors on the conditions for removing an internal Auditor.    

      
Scope of the study 

The study was delimited to examination of the Internal Auditors independence 
and the reliability of their reports in the public sector. In this study, only government 
owned tertiary institutions were used.  The respondents were only Accountants in the 
Bursary (or Accounting section) and Accountants in the Internal Audit. 
 
 
Method 
 The study is a survey research. The study was carried out in Anambra state. The 
Government owned tertiary institutions used were Federal College of Education 
(Technical) Umunze; Federal Polytechnic Oko, Nnamdi Azikwe University, Awka, and 
Nwafor Orizu College of Education, Nsugbe. The population of the study comprised 46 
Accountants and 18 Internal Auditors, giving a total population of 64 in all the 
institutions. There was no sampling because the population was not much. 
 The data required to test the hypotheses were collected with the aid of 
questionnaire. The Questionnaire was a structured type administered by hand to the 
respondents. A five- point scale was used to extract data or information. The 
respondents were made to indicate in the questionnaire the extent they agree or disagree 
to the stated problems. A weighting was given to each point in the scale as follows.  
Strongly Agree  (SA)   5points 
         Agree  (A)  4 Points 
       Undecided  (UN)  3 points 
       Disagree         (D)  2 points 
      Strongly Disagree (SD)  1 point 
The above is applicable to hypotheses 2 and 3.For hypothesis number1, the mode of 
responses were modified (but with the same weighting) as follows: 
        Very High Extent   (VHE)…              5 points. 
        High Extent           (HE)…………      4points. 
        Undecided             (UD)…………… 3points. 
        Low Extent           (LE)…………… .2points. 
        Very Low Extent    (VLE)…………  I point 
The instrument was scrutinized and properly validated, for face and content, by two 
professional Accountants. The instrument was subjected to tests for internal consistency 
by using Cronbach Alpha (  which yielded the reliability coefficients of 0.84. Finally 
the data collected were analyzed using Z - test statistic. If the calculated Z value is less 
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than 1.96 which is the critical Z value, the Null hypothesis (Ho) is accepted. However, if 
the calculated Z value is greater than 1.96, the Null hypothesis is rejected (Cooper and 
Schindler, 2006 and Spata, 2003). 
 
Hypothesis 1 

There is no significant difference in the mean responses of Accountants and 
Auditors on whether an Internal Auditor is free to express his opinion in his report. 
 
Table1: Mean responses of Accountants and Auditors on whether the Internal 
Auditor is free to express his opinion in his report 
s/n 
 

Item 
 

X1  X2 SD1 SD2 Z-
cal 

Z-crit Decisio
n 

1. An internal Auditor 
cannot give an unbiased 
opinion unless he is 
reasonably independent 
of the chief executive 
and the management. 

3.89 3.55 1.06 1.46 0.13 1.96 Accept 

2. Since the internal 
Auditor is an employee 
of the institution, he 
might face intimidation 
by the Accounting 
officer or management. 

4.15 4.11 0.88 0.70 0.02 1.96 Accept 

3. Querying some 
vouchers or documents 
which the management 
has interest in might 
make the internal 
Auditor to lose his job. 

4.10 3.83 1.06 1.02 0.12 1.96 Accept 

4. The chief internal 
Auditor should have the 
right to report on any 
aspect of finance in the 
organization he is 
working.  

4.39 4.27 0.94 1.09 0.05 1.96 Accept 
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5. The internal Auditor 
should have direct 
access to all 
departmental heads, the 
chief executive and all 
the principal officers on 
financial information. 

4.23 4.22 0.47 0.83 0.00 1.96 Accept 

6. The internal Auditor 
should report to the 
Accounting officer on 
monthly basis on the 
progress of the Audit. 

4.04 3.88 0.72 1.04 0.09 1.96 Accept 

DF= 62, P=.05 N1=46, N2=18, Z=1.96 
The data presented in table 1 on items 1-6, reveal the mean (X), the standard 

deviation (SD) and the Z– test (ratios) of the respondents. The analysis in the table 
shows that all the items have calculated Z- ratio less than 1.96 which is the critical Z-
value .The null hypothesis is therefore not rejected since Z- cal is less than Z- critical.  
 
Hypothesis 2 

There is no significant difference in the mean responses of Accountants and 
Auditors on whether the inclusion of internal Auditor as part of the management (or 
principal officers) would give them independence. 
 
Table 2: Mean responses of Accountants and Auditors on whether the Inclusion of 
the Internal Auditor as part of the management would give him some 
independence.  
S/n Item X1  X2 SD1 SD2 Z -cal Z-crit Decision 

7. The internal 
Auditor must not 
only be 
independent in 
fact and in 
attitude of mind 
but he must also 
be seen to be 
independent. 

4.34 4.33 0.47 0.22 0.01 1.96 Accept 

8. To perform their 
roles effectively, 
internal auditors 
require 
organizational 

4.19 3.77 1.05 1.43 0.16 1.96 Accept 
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independence 
from 
Management in 
order to enable 
them to have 
unrestricted 
evaluation of 
management 
activities and 
personnel 

9. Appointment of 
the internal 
Auditor should 
follow the same 
process as that of 
principal officers. 

3.71 3.66 1.20 1.00 0.02 1.96 
 

Accept 

10. Inclusion of the 
internal Auditor 
as a principal 
officer would 
help to repose 
more confidence 
on his integrity 
and the 
credibility of his 
report. 

4.28 4.05 1.00 0.90 0.12 1.96 Accept 

11. Inclusion of 
internal   Auditor 
as one of the 
principal officers 
would enable him 
access to the 
financial records 
and other 
necessary records 
without fear of 
intimidation. 

3.69 3.55 1.39 1.30 0.05 1.96 Accept 

DF=62, P=.05 N1=46, N2=18, Z=1.96 
 

 Data on table 2 show the analysis of all the responses with respect to items 7 to 
11. The is shown that all the items in the table have calculated Z-values less than 1.96 
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which is the critical Z – value. The null hypothesis in each of these cases was not 
accepted while the alternative hypothesis was rejected since Z - cal is less than the Z tab.   
 
Hypothesis 3 

There is no significant difference in the mean responses of the Accountants and 
the Auditors on the conditions for removing an internal Auditor. 
 
Table 3: Mean responses of Accountants and Auditors on the conditions for 
removing an internal Auditor.  

 
 
S/n 

 
 
Item 

X1  X2 SD1 SD2 Z -cal Z-crit Decision 

12. There is need for 
legal stipulations 
on the conditions 
for removing an 
Internal Auditor  

3.97 3.72 0.98 0.95 0.21 1.96 Accept 

13. The tenure of 
office of the 
internal Auditor 
should be same 
as that of the 
principal officers. 

3.73 3.16 1.25 1.45 0.21 1.96 Accept 

14. An internal 
Auditor must be a 
professional 
Accountant  

3.93 3.27 1.27 1.18 0.26 1.96 Accept 

15. The chief 
executive cannot 
set a committee 
to try an Internal 
Auditor without 
the consent of the 
Auditor General. 

4.10 3.77 1.03 1.13 0.15 1.96 Accept 

16. Removal of an 
Internal Auditor 
must follow the 
same procedure 
as that of the 
principal officers. 

4.10 3.66 0.22 1.11 0,33 1.96 Accept 

DF=62, P=.05 N1=46, N2=18, Z=1.96 
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In table 3 with items 12 to 16 , all the items in the table have calculated Z – ratio 

less than 1.96 which is the critical Z – ratio. The null hypothesis was not rejected since 
the Z-calculated is less than Z-critical. This implies that there is no significant deference 
in the mean responses of the Accountant and Auditors on the conditions for removing an 
Internal Auditor.  
 
Discussion of Results 

Hypothesis 1 discussed the extent the Internal Auditor is free to express his 
opinion in his report. Items 1-6 addressed this problem. The null hypothesis, from 
analysis of data, in each of the items, was accepted. It was generally agreed, among 
others, that an Internal Auditor cannot give an unbiased opinion unless he is reasonably 
independent of the Chief Executives and the Management. 

Analysis of results (data) in hypothesis 2 revealed, inter alia, that inclusion of 
the Auditor as part of the Management (or principal officer would help to repose more 
confidence on his integrity and the credibility of his report. Items 7-11 addressed the 
problem and the null hypothesis, in each of the items, was accepted. 
Hypothesis 3 examined the conditions for removing an Internal Auditor. Items 12-16 
addressed the problem. From analysis of each of the items in the questionnaire, the null 
hypothesis in each was accepted while the alternative hypothesis was rejected. The 
result (from analysis of data) revealed, among others, that there is need for legal 
stipulations on the conditions for removing an Internal Auditor.  
 
Conclusions 

An internal audit is a managerial control which functions by measuring and 
evaluating the effectiveness of internal control system in an organization. It is a catalyst 
for measuring an organization’s effectiveness and efficiency by providing insight and 
recommendations based on analysis and assessment of data and business process.  
With commitment to integrity and accountability, internal auditing provides value to 
governing bodies and senior management as an objective source of independent advice. 
The recommendations in an internal audit report are designed to help 
organizations/institutions achieve their goal which may relate to operations, financial 
reporting or legal/regulatory compliance. 

The objectivity of the internal audit is seen in terms of each auditor having an 
objective attitude of mind and being able to exercise judgment, express opinion and 
present recommendations with impartiality. However, for the internal auditor to achieve 
all these, he must be free from the influence of his personal interests and biases and that 
of the directors and management. 
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Recommendations 
    Based on the findings of this study, the following recommendations were made : 
1.  The internal Auditor should have direct access to all departmental heads, the 

chief executive and all the principal officers on financial information 
2.  The chief internal Auditor should have the right to report on any aspect of 

finance in the organization he is working. 
3.  An Internal auditor requires organizational independence from Management in 

order to enable him to have unrestricted evaluation of management activities 
and personnel 

4.  Appointment of the internal Auditor should follow the same process as that of 
principal officers. 

5.  Internal Auditors should be included as principal officers as this would help to 
repose more confidence on their integrity and the credibility of their report. 

6.  There is need for legal stipulations on the conditions for removing an Internal 
Auditor 

7.  Removal of an Internal Auditor should follow the same procedure as that of the 
principal officers. 
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