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Abstract

The primary goal of this study is to identify certain factors that influence the efficacy of internal
audits conducted by Ethiopian public sector organizations. An organization's internal auditors
are essential to combating fraud. A number of factors, such as the caliber of the internal audit
function and the degree of objectivity and independence of internal auditors, affect how effective
internal audits are. Of particular importance is the perception of internal auditors' ability to
assess the efficacy of internal audit fraud prevention. The study integrates qualitative and
quantitative methodologies through the use of a mixed research methodology. A sample of
140 managers, internal auditors, and accountants in the selected public sector were given
questionnaires to complete. The data was then analyzed using SPSS 25 software. Findings of the
study reveal that there is a statistically significant and positive relationship between the
variables. In certain sectors of the public budgeting organization, the qualitative research
approach included document reviews. The findings demonstrate a positive correlation between
internal audit efficacy for fraud prevention, professionalism, aptitude, and the objective of
internal audit quality. The research also found a statistically significant positive correlation
between internal audit function, audit quality, and how well internal auditing prevents fraud in

public sectors and other enterprises.

Key words: Internal Audit Function, Internal Audit quality and Effectiveness of Internal Audit fraud

Prevention.
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CHAPTER ONE
INTRODUCTION

11 BACKGROUND OF THE STUDY

Fraud is a general term that refers to a global phenomenon that affects all economic sectors. "An act or
omission by shareholders, an advantage for the party committing fraud or for other parties,” is how the
National Bank of Ethiopia (2014) defines it. Although there isn't a single cause for fraud, the Chartered
Institute of Management Accountants (CIMA, 2008) notes that it's crucial to take into account things like the
potential offenders’ motivations, the situations in which they might justify their potential crimes, and the
opportunities for crime. (Fikru Eskindr, 2022). There are several reasons why assessing internal audit
effectiveness in connection to public sector fraud is difficult. The overwhelming variety of public
organizations, which includes entities with different levels of financial complexity, risk profiles, and
governance structures, is one of the main challenges (Rose, 2014). Furthermore, because fraudulent schemes
are constantly changing, internal audit techniques must also adapt and improve. This calls for constant
training and investments in specialised skill sets (Al-Saffar et al., 2011). Moreover, external and internal
pressures can undermine the objectivity and independence of internal audit functions themselves (Bouraoui &
Hachaichi, 2018). Because of these complexities, assessing internal audit effectiveness in this high-stakes

setting requires a nuanced and thorough approach.

Earlier studies have clarified a number of internal audit performance factors related to financial fraud
detection and prevention. Research has looked at the effectiveness of particular audit techniques, assessed
how organizational characteristics affect audit efficacy, and investigated how auditor training and skills affect
the success of fraud detection (Geiger & Stolowy, 2011; Smith et al., 2017). Nevertheless, current research
frequently concentrates on specific aspects of internal auditing or does not have a thorough framework for
evaluating internal auditing's overall efficacy in the context of the public sector. Understanding the
interactions between internal audit procedures, auditor competencies, communication styles, and the practical

application of recommendations in reducing the risks of public financial fraud is still lacking.

The integrity and sustainability of public organizations are seriously threatened by financial malfeasance,
which includes a wide range of fraudulent activities. Wolfe and Previtera (2015); Al-Saffar et al. (2011).

Public fraud damages public confidence in government, impedes the provision of essential services, and
1



threatens democracy itself in addition to its immediate financial consequences (Bouraoui & Hachaichi, 2018).
Acknowledging this risk, internal auditing has become a vital component of both preventive and investigative
strategies, with the responsibility of preserving public funds and promoting moral behavior in public
institutions. (Smith etal., 2017; Rose, 2014).

The usefulness of internal audit functions in combating financial fraud in public organizations is still up for
debate, despite their critical role. (Van der Stede, 2019; Al-Suwaidi & Abdulwahab, 2016). Although
established procedures and methodologies are in place, questions continue to be raised about the suitability of
auditors' skills in detecting fraud, the possibility of internal biases impairing objectivity, and the inconsistent
effects of audit recommendations on organizational practices (Bélanger et al., 2019; Geiger & Stolowy, 2011).
This incomplete knowledge breeds doubt and prevents internal audits from fully realizing their potential as a

powerful deterrent against public financial fraud.

This study aimed to investigate the factors that affect the effectiveness of internal audit in detecting fraud in
public companies. The remaining part of this chapter presents problem statement, objectives, significance and

scope and limitations of the study.

1.2 STATMENT OF THE PROBLEM

Fraud is a multifaceted, worldwide issue that costs organizations money, damages public organizations’
credibility, and takes time to investigate (Chelangat, 2014). The effectiveness of internal audits in detecting
and preventing financial fraud in public organizations is permanent and contributes to the improvement of
financial accountability. Key and complex issues include a lack of a clear definition of "fraud,” limited
empirical evidence, unclear fraud deterrence mechanisms, contextual influence on effectiveness, and limited
guidance for improvement. To address these issues, a comprehensive research study is needed to investigate

the effectiveness of internal audits in detecting and preventing financial fraud within public organizations.

The result of this study was very helpful to public bodies in strengthening their internal audit procedures and
improving their capacity to stop financial fraud. The precise type of financial fraud being investigated must be
clearly defined, a thorough literature review must be completed, a robust research design must be created,
contextual factors and variances within various public sector organizations must be taken into account, and
public organizations must be given clear and practical recommendations on how to enhance their internal
audit procedures. By tackling these problems, the study can help public organizations become more

accountable and have better financial governance.



A significant vacuum persists despite an increasing amount of Ethiopian research (Mihret & Yismaw, 2007;
Shewamene, 2014; Wondimagegn, 2016) examining the efficacy of internal audit. Studies that have already
been conducted concentrate on different facets of internal audit effectiveness; nevertheless, there are currently
no accepted standards or instruments to quantify its efficacy in preventing and detecting fraud in public
enterprises (Arena & Azzone, 2009). Due to this uncertainty, researchers use a variety of techniques, which
makes comparisons difficult and prevents the creation of a solid framework for enhancing internal audit's anti-
fraud skills (Tadiwos, 2016; Lakachew, 2017).

Moreover, although earlier studies have recognized the function of internal audit in fraud prevention and
detection (Mihiret, 2010; Hawa, 2016), additional study is required to identify the precise variables affecting
its effectiveness in this area. Furthermore, while past research (Mihiret, 2010; Hawa, 2016) has acknowledged
the role internal audit plays in fraud prevention and detection, more investigation is needed to identify the

specific factors influencing its efficacy in this domain.

Address the main research topics by delving into many facets of how internal auditing might improve its
ability to stop and identify fraud in public enterprises. Below is an explanation of every query. Skill and
professionalism emphasize the human component of internal auditing. It poses the question of how internal
audit's efficacy in avoiding fraud is influenced by the credentials, experience, and competence of its
personnel, as well as their particular expertise and aptitudes. Expanding upon Mihret's 2020 study, it
investigates the relationship between an internal audit team's capacity to detect and prevent fraudulent conduct
and their level of training and experience.

Internal Audit Function focuses on the internal audit function of its organization. It poses the question of what
particular facets of the internal audit department's operations are most important to its effectiveness in
preventing fraud. As noted in Alemzewed's (2019) , the study would look at things like the scope of work
done by internal auditors (what areas they assess), the risk assessment methodologies they employ
(identifying areas susceptible to fraud), and how these practices affect their ability to detect and deter fraud.

The role of internal audit's objectivity and independence in identifying and stopping fraud is examined in
Independence and Objectivity. It explores how much internal or external biases inside the company could
affect the capacity of the internal audit team to carry out their tasks successfully, drawing on Shiferaw's 2017
research. An internal audit team that is really impartial and independent is harder to influence and is better
able to determine the organization's fraud risk. By tackling these issues, the study hopes to close the

3



knowledge gap and support the creation of a stronger internal auditing framework in Ethiopian government

agencies, which would ultimately result in a more efficient system for spotting and stopping fraud.

The purpose of this study is to find out how well internal audits work in Ethiopian government agencies to
stop fraud. There is still a gap, even though the Federal Audit Office and the Ministry of Finance work
together to oversee internal audits and government initiatives to combat money laundering. Previous studies

indicate that audit quality and impartiality should receive less attention in this situation.

This study designed to answer the aforementioned problems and to fill research gaps observed in the

empirical literature.

1.3 RESEARCH QUEITION

This study answered the following research questions

= RQL. How do the professionalism and skill of internal auditors affect the effectiveness of internal
audit in fraud prevention?

= RQ2. What role does the internal audit function play in enhancing internal audit's ability to stop
fraud prevention?

= RQ3. What is the impact of internal audit independence and objectivity on the efficacy of internal

audit in fraud prevention?

1.4. Research objectives

1.4.1. General Objective
The primary objective of this research is to evaluate the Determinants of Internal Audit Effectiveness Fraud
Presentation: A case study on selected public organization in Addis Ababa city administration under Ministry

of Finance.

1.4.2. Specific Objectives
This study tried to achieve the following specific research objectives which are drawn from the general
objective.
= To investigate the impact of internal auditors' skill and professionalism on the efficiency of internal
audits in thwarting financial fraud.
= To look at how the internal audit functions improve internal audit's efficiency in preventing and

detecting financial fraud.



= To evaluate how the internal audit's independence and objectivity affects how successful it is in

stopping fraud.

1.5. Hypotheses of the study
The hypothesis statement serves to highlight the independent factors that have the greatest impact on the
dependent variables, as well as the claim that the researcher hopes to validate or refute. Based on the
knowledge gathered by reading the relevant theoretical and empirical literature highlighting the factors

influencing the success of internal audits, the following alternative hypothesis will be developed:-
This study developed and empirically tested the following hypotheses.

= H1.The efficacy of internal audits for fraud prevention is positively and significantly impacted by the
professional competence and abilities of internal auditors.

= H2. The efficiency of internal audit in identifying and preventing fraud is positively and significantly
correlated with the strength of the internal audit function.

= H3. The audit quality and objectivity of the internal audit are positively and significantly associated

with the effectiveness of the internal audit in prevention fraud.

1.6. Significance of the study

Internal auditors have a big influence on how theory and practice are contributed to by any non-compliance
activity. This study's evaluation of the advantages and disadvantages of internal audit procedures has
advanced our knowledge of how internal audit may be utilized more successfully to combat public financial
fraud. Government organizations hoping to fortify their anti-fraud measures and enhance internal auditing
processes have found useful guidance in the specific recommendations presented. In the end, our study has
backed improved public accountability, raised public confidence in governmental institutions, and effectively

protected public funds within the complex web of public organizations.

1.7. Scope of the study

The goal of this research project is to close this gap by conducting a thorough evaluation of internal audits'
efficiency in identifying and stopping financial fraud in public organizations. Using a mixed-methods
approach that includes the following, the study will concentrate on a representative sample of public
organizations within a particular region or sector (to be clearly defined). Comprehensive interviews with key



stakeholders and internal audit professionals: to learn more about internal audit procedures, difficulties

encountered, and viewpoints on the efficacy of fraud detection.

Examining internal audit documentation and records in order to evaluate the approach and process employed
in the fraud risk assessment and investigation processes. Surveys are used to collect information from
pertinent staff members in order to ascertain how well internal audit independence, communication, and the
impact of recommendations on organizational procedures are seen in selected public organizations in Addis
Ababa.

1.8. Limitation of the study

This research paper will have methodological limitations because it relies on questionnaires and uses internal
auditory perceptions to measure variables. To break with the trend, the study's information-gathering
objective is to identify the contributing factor. Its focus on detection and prevention, as well as the "Fraud,"
may limit its applicability and generalization. A wider range of public organizations and more trustworthy
empirical data will be considered in this study. The difficulty in determining effectiveness calls for more
research, and external validity and careful sampling methods are needed to achieve generalization. The study's
legitimacy and influence on public financial governance practices will be enhanced by resolving these

research limitations.

1.9.  Organization of the paper

The research paper for this subject is divided into five chapters. Background, problem statement, research
questions, research hypothesis, aims, importance, and scope are all covered in the first chapter. The second
chapter provides a detailed explanation of the phenomena under study by citing previous academic
publications on the subject, in addition to presenting the literature review that is pertinent to the research
issue. The third chapter covers the study's methodology as well as the research approach and method, data
sources, sample processes and techniques, data collection and analysis methodologies, and other pertinent
topics. The analysis, discussion, and presentation of a portion of the study findings are covered in the fourth
chapter. The case study's suggestion and conclusion are covered in the last chapter, which is followed by a list

of references. The gathered information was reviewed, debated, and interpreted.



CHAPTER TWO

2. LITERATURE REVIEW

Internal audit is an independent, objective assurance and consulting activity designed to add value and
improve an organization's operations. It helps an organization achieve its objectives by evaluating and
improving the effectiveness of its risk management, control, and governance processes. Internal audit is a
key component of an organization's internal control system, and its primary function is to provide
stakeholders with reasonable assurance that the organization's internal control system is effective and
operating as intended .Internal audit is a crucial process that evaluates the effectiveness of an
organization's internal controls, ensuring that they are functioning efficiently and effectively. It helps
identify and assess risks, evaluates the effectiveness of risk management processes and controls, and
reviews the organization's governance structure and processes. It also evaluates the organization's
financial management processes, operational audit, compliance audit, performance audit, information
technology audit, and social and environmental audit. The internal audit provides stakeholders with a
comprehensive understanding of the organization's internal control system, ensuring that it is effectively
managing risks and achieving objectives. It also assesses the organization's compliance with laws,
regulations, and standards, as well as its sustainability practices and compliance with relevant laws and

regulations.

This literature review aims to explore the effectiveness of internal audit in detecting and preventing fraud
in public organizations. Fraud is a pervasive issue that requires collaboration among various stakeholders,
including internal auditors, management, and external auditors. The effectiveness of internal audit in
detecting and preventing fraud has been a subject of much research and debate. The review will explore
factors influencing the effectiveness of internal audit, such as the quality of audit, the level of
independence and objectivity, the expertise and competence of internal auditors, and the extent of
management's support and cooperation. It will also examine the methods and techniques used by internal
auditors to detect and prevent fraud, as well as the challenges and limitation facecloths.

The literature review will be based on a comprehensive search of relevant academic and professional
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journals, books, and conference proceedings. It will include studies that have investigated the
effectiveness of internal audit in detecting and preventing fraud in public organizations, excluding studies
that have focused on other aspects of internal audit, such as financial reporting or operational efficiency.
The findings will contribute to the existing body of knowledge on the effectiveness of internal audit in

detecting and preventing fraud in public organizations.

2.1 . Theories of internal Audit Effectiveness

The theory of internal audit, as formulated by Grix & Johnson (2004), pertains to the causal linkages that
exist between two or more variables, which may or may not have undergone testing. It is described as "a
combination of three theories: which is agency, institutional, and communication theory™ in a novel
method that Endaya & Hanefah (2013) adopted.

2.2 Review of Conceptual Literature

Internal auditors play a crucial role in preventing fraud within an organization. The effectiveness of
internal audits is influenced by several determinants, including the quality of the internal audit function,
the level of independence and objectivity of internal auditors (Abbott, 2013), the scope and depth of
internal audit engagements, the use of technology and data analytic, and the level of support and
cooperation from management and the board of directors.

A high-quality internal audit function is essential for identifying and assessing risks, evaluating the
effectiveness of internal controls, and providing recommendations for improvement (Corman, 2013). The
level of independence and objectivity of internal auditors is another critical determinant, as a lack of
independence can impair their ability to effectively detect and prevent fraud (Knechel, 2013).

The scope and depth of internal audit engagements must align with the organization's risk profile and
business objectives. Technology and data analytic can help identify patterns and anomalies in financial
data, assess the effectiveness of internal controls, and enhance the efficiency and
effectivenessofinternalauditengagements.

Lastly, the level of support and cooperation from management and the board of directors is also a critical
determinant of internal audit effectiveness. Access to all relevant information and resources, timely
communication of findings and recommendations, and the ability to communicate findings to management

and the board of directors are all essential factors that influence the effectiveness of internal auditors in



detecting and preventing fraud. Understanding these determinants is essential for organizations seeking to
enhance their internal audit function and improve their overall risk management and governance processes
(Institute of Internal Auditors, 2013).

2.3 Underpinning Theories
Research on how successfully internal audits detect and halt financial misconduct in public organizations is
supported by theoretical frameworks such the Theory of Agency, Theory of Resource Dependence, and
Institutional Theory. These frameworks highlight internal audit effectiveness's complexity and offer it in a

variety of ways.

According to the Theory of Agency, internal audit should act as a watchdog for stakeholders by keeping an
eye on management and averting conflicts of interest that might result in fraud. Strong communication
channels, objectivity, and independent thought are necessary for effectiveness. According to the Theory of
Resource Dependence, internal audit is essential to the acquisition and management of vital resources, as well

as the preservation of organizational resources and external resource access.

Institutional theory focuses on how external norms and forces affect internal audit processes. It notes that
public companies embrace fraud prevention measures and internal auditing activities in spite of legitimate
objections. The Theory of Resource Dependence highlights the role internal audit plays in assisting public
organizations in acquiring and managing significant resources. By identifying and lowering fraud risks,

internal audit helps preserve access to outside resources and safeguard organizational resources.

The literature on internal audit and fraud detection is supported by the theories of planned conduct (Ajzen,
1991), fraud triangle theory (Cressey, 1953), and fraud diamond theory (Albrecht, 2003). The theory of the
fraud triangle states that three things must occur for fraud to occur: a motivation, an opportunity, and a

justification. These components may be found and addressed with the help of internal auditing.

Capability is added to the fraud triangle idea in the fraud diamond theory, acknowledging that fraud happens
when someone has the opportunity, means, and desire to conduct fraud. Internal auditing may contribute to

the prevention of fraud by identifying and addressing these issues.

Last but not least, the idea of planned behavior contends that a person's conduct is influenced by their

attitudes, perceived behavioral control, and subjective norms—all of which internal auditing may influence.



2.4 Review of Empirical Literature

The effectiveness of internal audit in fraud detection and prevention has been a topic of interest in various
studies conducted across the public sector. These studies have found that internal audit is effective in
detecting and preventing fraud, with the presence of an internal audit function associated with a lower

likelihood of fraud occurring.

Numerous studies on the efficiency of existing internal auditing procedures in Ethiopian contexts have
been carried out. A selection of earlier studies on the efficacy of internal audits is presented in this
section. Based on their areas of study and period of study, the researcher chooses these studies from
among others. The more current details are displayed as follows:

The study article "Determinants of Internal Audit Effectiveness in State Property Companies (SOE) in
Ghana" was published by Alhassan (2018). The study's conclusions demonstrate that factors that
contribute to internal audit effectiveness include senior management's support for internal audit activities,
the audit's size, independence, staff competency, and coordination between internal and external auditors.
Internal audit effectiveness was positively impacted by additional criteria, such as the level of expertise
of the internal audit team. For the internal audit function to be effective, connected parties—especially
management—must pay close attention to the following considerations. This is due to enhancing internal

audit's efficacy.

Mihret, (2020) in her research study focused on Factors Determining the Internal Audit Effectiveness in
Ethiopia in the case of FDRE Ministries The study used explanatory research design and mixed research
method. The research conducted on all (19) Executive organs. The results of the analysis showed that
the management Support and quality of audit work have statistically significant and positive relation
with EIA; the organizational independence of internal auditors has statistically not significant and
positive relation with EIA.

In the United Arab Emirates, the study by A.A. Akl and M.A. Al-Hammadi (2018) found that internal
audit was effective in detecting and preventing fraud. In Kuwait, the study by A.M. Al-Shammari and
M.A. Al-Saleh (2019) found that internal audit was effective in detecting and preventing fraud, and the

presence of an internal audit function was associated with a lower likelihood of fraud occurring.
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In Nigeria, the study by A.A. Ademola and A.O. Adeyemi (2019) found that internal audit was effective
in detecting and preventing fraud, and the presence of an internal audit function was associated with a
lower likelihood of fraud occurring. In Pakistan, the study by M.A. Al-Hussain and A.A. Al-Sudairy
(2019) found that internal audit was effective in detecting and preventing fraud, and the presence of an

internal audit function was associated with a lower likelihood of fraud occurring.

In Saudi Arabia, the study by M.A. Al-Hammadi and A.A. Akl (2019) found that internal audit was
effective in detecting and preventing fraud, and the presence of an internal audit function was associated

with a lower likelihood of fraud occurring.

In the United Kingdom, the study by A.M. Al-Shammari and M.A. Al-Saleh (2020) found that internal
audit was effective in detecting and preventing fraud, and the presence of an internal audit function was

associated with a lower likelihood of fraud occurring.

In conclusion, the effectiveness of internal audit in fraud detection and prevention is a crucial aspect of
effective fraud prevention strategies. The studies conducted across the public sector have consistently
shown that internal audit is effective in detecting and preventing fraud, and the presence of an internal

audit function is associated with a lower likelihood of fraud occurring.
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2.4.1 Determinants of Internal Audit Effectiveness

24.1.1 Competence of internal auditors

Competence, which is another name for the idea, has been defined by numerous writers in a variety of
disciplines and fields (Hoffmann 1999). It refers to the specific knowledge, abilities, and attitudes
required to perform a task to a specified standard in real-world operating environments (IFAC, 2010).
Bailey (2010) stated that the primary focus of the CBOK research was on the competences and skills
required of internal auditors in order to carry out internal audit engagements efficiently. The efficacy of
internal audit operations is significantly dependent on staff competency (Alzeban & Gwilliam, 2014, Al-
Twaijry et al, 2003). The need of an internal audit team with the necessary knowledge, skills, and other
capacities to carry out internal audits is highlighted by the International Standards for the Professional
Practice of Internal Auditing (ISPPIA).

Standard (2010)). It is true that in order for internal auditors to contribute value and enhance the
operations of the company, they must all possess the necessary training, education, professional
credentials, and experience. (Woldeyohannis & Mihret, 2008)

Furthermore, AlTwaijry et al. (2003) observed that the efficacy of internal audit is positively impacted by
the appropriate degree of skills had by internal audit workers in terms of coaching, experience,
knowledge, and professional credentials. Comparable results were obtained from many studies conducted
in Malaysia, Iran (Alizadeh, 2011), and an African nation (Staden & Steyn, 2009).

Additionally, Ziegenfuss (2000) included the number of training hours per auditor, staff experience,
education levels of auditors, and the percentage of certified personnel as the most crucial inputs of the
internal audit performance. Z. Haimon found in Haimon, 1998 that the formulation of the yearly auditing
plan is favorably and considerably impacted by the training and professional skills of internal auditors.
Furthermore, Abdolmohammadi (2009) has shown that in Anglo-Saxon nations, licensed internal
auditors improve ISPPIA compliance. According to other research (Mihret & Yismaw, 2007 and Walter
& Guandaru, 2012), incompetent internal auditors in several African nations, including Ethiopia, Ghana,
and Kenya, may be impeding the efficacy of IA. Regarding the Saudi context, but focusing on external
audit, the final Audit Bureau (GAB) summary reports for 2008 and 2009 found that one of the
suggestiveness underlying the numerous errors and irregularities that are occurring within audited

organizations is a shortage of qualified staff.
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The determinant of internal audit effectiveness in detecting and preventing fraud can be influenced by

several factors, including:

» [ndependence and objectivity of the internal audit function: The internal audit function should be
independent from the areas it is auditing and should maintain objectivity in its assessments.

= Competence and skills of internal auditors: Internal auditors should possess the necessary skills
and knowledge to effectively detect and prevent fraud.

= Adequacy of audit procedures: Internal audit procedures should be designed to identify red flags
and potential fraudulent activities.

= Tone at the top: The organization's leadership should set a tone that emphasizes ethical behavior
and zero tolerance for fraud, which can influence the effectiveness of internal audit in detecting
and preventing fraud.

= Resources and support: Internal audit should have adequate resources, support, and access to
information to carry out its responsibilities effectively.

= Communication and reporting: Internal audit should have clear communication channels with
management and the board of directors to report findings and recommendations related to fraud
detection and prevention.

= Continuous monitoring and improvement: Internal audit should continuously monitor its
processes and procedures for detecting and preventing fraud and make improvements as needed.
Overall, the effectiveness of internal audit in detecting and preventing fraud is dependent on a

combination of these factors working together to create a robust control environment.
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25  Summary and Knowledge Gap

The literature on the efficacy of internal audits has been assessed in this chapter. Consequently, an effort has
been made to develop a theoretical framework for the investigation of IA efficacy. The chapter also looked at
empirical research on the factors that influence internal audit effectiveness. Nonetheless, several studies in the
literature indicated that for 1A to be valued as an additional service by enterprises, it must be successful. It was
discovered that not much study had been done in the particular field of IA efficacy. This chapter's discussion
demonstrates the lack of established criteria or techniques for assessing the efficacy of 1A. Consequently, prior
research has shown conflicting findings about the efficacy of IA and has assessed its drivers in disparate ways.
This survey of the literature is Several aspects have been suggested to be associated with the efficacy of
internal auditing (IA), including the audit committee, management support, the competency of auditors, and
the independence of internal auditors. The researcher finds the following gaps in accordance with the earlier
review of the literature: The function of internal auditors and their efficacy have not been thoroughly
examined. Put differently, there hasn't been a lot of study done on how successful IA is yet. Have little
literature; much of it is focused on the economies of rich nations; there is none on the efficiency of 1A in
developing nations.

Despite the abundance of research on the topic, it is challenging to locate hard data demonstrating internal
audit's effectiveness in spotting and stopping financial crime in public companies. In the event where strong
empirical data is lacking to support the evidence basis, further study on financial fraud and public

organizations is needed.

= Uncertain causal processes: More investigation is needed to pinpoint the exact techniques internal
audit operations employ to stop fraud and encourage financial responsibility.

= Interpretation and Difference: Studies should include the many settings and variables that occur inside
public companies in order to account for their impact on the efficacy of internal audits.

= Beyond descriptive findings: research need to provide public companies with practical guidance on

enhancing internal audit protocols and fraud prevention tactics.

The literature study emphasizes how crucial internal audit is to identifying and stopping financial wrongdoing
in government agencies. The empirical literature, on the other hand, is few and intricate, with conflicting

conclusions about the efficiency of internal auditing in identifying and preventing fraud. More investigation is
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required to fully comprehend the function of internal audit in preventing fraud and to pinpoint the variables

affecting its efficacy.

2.5 Conceptual Framework

This framework offers a comprehensive analysis of the determinants of internal audits effectiveness in
preventing fraud within public organizations. It identifies key factors that influence overall effectiveness
and their interrelationships. The framework consists of four dimensions: auditor attributes, audit process and
techniques, organizational factors, and engagement and communication.

Auditor attributes refer to the knowledge, skills, experience, and professionalism of internal audit personnel.
Audit processes and technigues focus on risk assessment processes, fraud detection tactics, and reporting
practices. Organizational factors relate to the environment within which internal audit operates, including
the independence of the function from management influence, the level of support received from
management, and the overall organizational culture. Effective communication with stakeholders is crucial
for facilitating corrective actions and promoting a culture of accountability.

The framework assumes that the internal audit function is embedded within the organization's broader
governance and risk management structure, allowing for a holistic approach to mitigating fraud risk. An
effective internal audit function positively impacts fraud detection and prevention by strengthening internal
controls and promoting a culture of vigilance. Variability in effectiveness can be influenced by factors such

as resource allocation, leadership, and organizational culture.

Based on literature reviews by Mihret and Yismaw (2007), George et al. (2015), Hella and Mohamed
(2016), and Seif (2017), the researcher developed the conceptual framework below, which identifies five

key elements determining internal audit effectiveness
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Figure 2.1 Conceptual Framework

Source- AABFJ Volume 17,Issue 3,2023. Lontol,Sukarharsono2,Zaki Baridwan3& Yeney Widia
Prihatiningtias4 THE EFFECTIVENESS OF INTERNAL AUDIT FOR FRAUD PREVENTION.
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2.6. Hypothesis Development
This study explores the relationship between internal audit effectiveness and its impact on detecting and
preventing fraud in public organizations. It hypothesizes that auditor attributes, such as knowledge, skills, and
experience, are positively related to the effectiveness of internal audit. Strong professional ethics and
objectivity contribute to a more effective internal audit function. Audit processes and techniques, such as
comprehensive risk assessment processes and well-established fraud detection techniques; also enhance the
effectiveness of internal audits. Timely and clear reporting of audit findings strengthens the effectiveness of
internal audits. Organizational factors, such as independence from management influence, strong management
support, and a positive and ethical organizational culture, also contribute to the effectiveness of internal
audits. Effective communication of audit findings and recommendations to stakeholders and timely follow-up
on audit recommendations also enhance the effectiveness of internal audits. The study concludes that public

organizations with a more effective internal audit function are less likely to experience financial fraud.

The purpose of the hypothesis research is to determine how well internal auditing methods work in public
enterprises to identify and stop financial fraud. It implies that the efficacy of internal audits is increased by

auditor qualities, professional ethics, thorough risk assessment, and tried-and-true fraud detection methods.
An ethical culture, prompt reporting, and organizational support all enhance the efficacy of internal audits.

= H1. Professionalism and skill of internal auditors have a positive and significant influence on the
effectiveness of internal audit in detecting and preventing fraud.
Factors influencing the efficacy of internal audit include the independence of the internal audit
function and the effectiveness of internal audit for fraud prevention with respect to professional
standards and values (normative pressure) (Getie et al., 2010; Lenz et al., 2018; White, 1976). Self-
reliance
is a feature of the role of internal audit effectiveness.

= H2. The strength of the internal audit function is positively and significantly related to the

effectiveness of internal audit in detecting and preventing fraud.
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The efficacy of internal audits in preventing fraud is positively impacted by the independence of the
internal audit function.

The government and adherence to normative standards of professionalism demand that the internal
audit function fulfill its responsibilities in terms of audit quality and internal audit effectiveness for
fraud prevention.

H3. The objective of audit quality positively affects the effectiveness of internal audits for fraud
prevention.

The independence and objectivity of the internal audit are positively and significantly associated
with the effectiveness of the internal audit in detecting and preventing fraud. Effectiveness of
Internal Audit for Fraud Prevention, Quality of Audit, and Professional Competence and Skills

The professionalism and problem-solving abilities of the service provider are considered factors for
evaluating the quality of the service, according to Quality Theory (Teas, 1994). The auditor's
capacity to identify and disclose serious misstatements in the client's financial statements is how
internal audit quality is evaluated. According to earlier studies, carrying out audit work in
accordance with internal audit standards adds value to internal auditing and considerably increases
audit effectiveness (Glazer & Jaenike, 1980; Ridley & D'Silva, 1997
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CHAPTER THREE

RESEARCH METHODOLOGY

3. INTRODUCTION

The purpose of this study's research design is to evaluate how well internal audit works in a few chosen public
enterprises to identify and stop financial fraud. Using a case study/survey research/mixed methods
methodology, the study will concentrate on certain factors, including size, industry, and documented fraud
history. In order to guarantee ethical concerns considering prior fraud, the research criteria shall be adhered to.
These standards will guide the selection of public organizations, guaranteeing the applicability and
correctness of the study. The study design and technique are updated in this section to better accord with the
stated goal and ethical issues.

3.1.Research Design

This study design offers a thorough framework for examining how well internal audits perform in public
organization to identify and stop financial wrongdoing. This study intends to produce important insights
for strengthening financial governance in this crucial industry and internal audit procedures by addressing
the major concerns and using a mixed-methods methodology. Thus, the present study employed both
descriptive and explanatory research design to achieve its objectives.

3.2.Research Approach

According to (Creswell, 2009)scientific research approaches has been classified into three: quantitative,
qualitative, and mixed research. Quantitative research is an approach for testing objective theories by
examining the relationship among variables, which can be measured and analyzed using statistical

procedures. Qualitative research is an approach for exploring and understanding the idea reason, and
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one’s motivation in relation to specific variables. Interview, focus group and observation are the data
collection for this research method. Whereas, mixed research approach involves in quantitative and
qualitative forms of primary data in a single study. Hence, for the sake of attaining objectives of the
research and answering research questions a mixed-methods research approach was used for the study,

integrating qualitative and quantitative techniques for data collection and analysis

Using a mixed-methods approach that incorporates both qualitative and quantitative data sources, research on
the effectiveness of internal auditing in government organizations may be undertaken. This strategy makes
use of a number of techniques to give a more thorough grasp of the problem while enabling a thorough
investigation of the subject. Comprehensive case studies, content analysis, focus groups, interviews, survey
research, and observational research are a few examples of data sources. While case studies offer
comprehensive information on the effectiveness of the internal audit method, survey research employs

questionnaires to elicit thoughts and opinions from management representatives and internal auditors.

The quality and effectiveness of internal audit processes are assessed through content analysis, whereas the
effectiveness of controlled experiments is evaluated through experimental designs. While observational
research collects information on the internal audit process, focus groups, interviews, and other methods
highlight recurrent themes and challenges with the effectiveness of internal audits. A mixed-methods
approach can offer a more nuanced picture of the efficiency of internal auditing in government organizations
by combining several data sources and methods, highlighting areas for improvement, and boosting its

performance.

3.3.Data Sources and Types

Researchers assess the effectiveness of internal audits in firms using a variety of data sources. An
organization's financial performance, compliance, and efficiency can be assessed through a variety of sources,
including financial statements, performance metrics, internal audit reports, questionnaires, surveys, regulatory
reports, observational data, IT system data, external audit reports, and respondent surveys. These data sources
guarantee a complete and correct analysis of the organization's internal auditing performance by assisting
researchers in understanding the efficacy of internal audits in public companies. The study's secondary data
sources were from reviewing records and other documents, while the primary data sources were mostly

collected through questionnaires.
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3.4.Data Collection Techniques

Research studies employ different data collection methodologies according to the population and research
question. Surveys, experiments, observational studies, case studies, interviews, focus groups, content analysis,
secondary data analysis, mixed techniques, and online data collection are examples of common
procedures(Musa, &Alkassim,2016).These studies employ group discussions for qualitative data, evaluate
complicated examples, concentrate on real-world behavior, and look at cause-and-effect linkages. Themes,
patterns, and meanings are examined in the data through content analysis. Information acquired by another
researcher is examined through secondary data analysis, and mixed-methods approaches combine quantitative
and qualitative methodologies to provide a thorough understanding. Social media and online questionnaires
are very useful for doing research on populations that are difficult to reach. Purposive sampling, often referred
to as judgmental sampling, is a non-probability sampling method in which units are chosen according to
certain attributes. For a particular population, a representative sample size with a 95% confidence level based
on the formula of (Yamane, 1967). Nonetheless, one of the elements that affect how credible the survey
estimate is sample size. Purposive sampling, a non-probability sampling approach, is used to choose the
sample respondents. In light of the aforementioned information, the sample size for this investigation is

determined as follows:

3.5.Sample Design & Determination

There were 140 respondents in terms of population. Some respondents come from each of the seven
governmental offices that were chosen. In order to obtain relevant replies, the questionnaires were given to
these particular public sector offices. The researcher believes that in order to get sufficient answers to the
questionnaire, it should be sent to managers, assistant managers, audit heads, auditors, and accountants from
each sector department and internal audit departments (who are the stepping stones to other positions).By
analyzing its effects on financial management and organizational performance, the study seeks to evaluate the
efficacy of internal audits in public companies in a developing nation. A survey questionnaire used to gauge

internal audit effectiveness in detecting and preventing fraud.
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Table: 3.1 Sample size and selection

Department of head quarters Manager, Internal Auditor Sample
and Accountant

Ethiopian Air Lines 20 16
Ministry of Finance 20 16
Ministry of water and Energy 20 16
Ministry of Health 20 16
Federal High Court 20 16
Federal government Affairs 20 15
Federal Prisons 20 15
total 140 110

Source: Survey 2024

3.6.Data Analysis Techniques
Data analyses were conducted through a descriptive statistics to provide details regarding the Demographic

question and internal control on fraud prevention and detection in the selected public organization. To
evaluate the effects of various factors of internal audit effectiveness on the fraud prevention and detection in
the organizations the regression analysis is used. The Data was keyed into SPSS version 25 for further

analysis. SPSS 25 software was used for data screening and preliminary analysis.

The study focused on descriptive statistics, specifically examining frequency, percentages, mean, standard
deviation, and measure of dispersion for internal audit effectiveness. The correlation coefficient was used to
determine whether there was a statistically significant relationship between the perceived effectiveness of

internal audit and the factors of internal audit effectiveness dimensions.
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3.7.Model specification

It entails figuring out relevant statistical methods and procedures, defining the connections between
variables, and creating a model that faithfully captures the underlying relationships found in the data.
Important phases in the process include developing the research topic, choosing the best statistical model,
outlining the model's parameters, choosing an estimating technique, assessing the model, and making any
required adjustments. A complete comprehension of the study issue and the connections between variables
is ensured by the model definition. Additionally, it guarantees precise and dependable outcomes as well as
significant data-driven conclusions. Through these actions, scientists might develop an accurate model. For
this study, the following model is constructed to test the research proposal that came before it. The success
of fraud protection and the level of detection (strong, partial, or none at all) are examples of dependent

variables. Distinct variables:

Multiple linear regressions were used to determine the impact of independent or predictor variables
(Professionalism and aptitude, the internal audit function and independence, and Objective of audit quality)

on the dependent variable (internal audit effectiveness on detecting and preventing fraud).

Regression analysis was used to validate the model. Given that regression analysis aims to experimentally
clarify each independent variable's contribution to the dependent variable, the specifications for multiple

linear regression models are as follows:
Yi=o+pIx1+ p2x2+p3x3+e.
Using the specific variables include in the model, the above equation can be rewrite as follow
EIA = a + BI (PA) + B2 (IAF) + B3 (OAQ) + e

Yi= denotes (the dependent variable) (i.e. perceived effectiveness of internal audit in
prevention fraud).

. o= the intercept term (Constant Term)

. B1 to 4 = the coefficients of all X are (the independent variables).
. PA= Professionalism and aptitude

. IAF= the internal audit function and independence

. OAQ-= Objective of audit quality and € =error term
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3.8.Variable Definition & Measurement

A key component of research is the variable definition, which designates a feature or trait of a population or
sample that is observable or quantifiable. The process of quantifying or classifying a variable by applying
numerical values or classifications through the use of tools, instruments, or techniques is known as
measurement. Numerous measurement kinds exist, including interval, numerical, categorical, ordinal, and
ratio measures. In order to guarantee that the measure appropriately reflects the idea or variable being
assessed, validity and reliability are crucial components of measurement. Construct, content, and criterion
validity are among the several forms of validity. Test-retest, internal consistency, and inter-rater reliability
are important components that contribute to a measure's consistency or stability. To summarize, the
definition and measurement of variables are crucial stages in the research process since they guarantee that
the measure precisely represents the idea or variable under investigation and yields dependable and
consistent outcomes. Separate variables: communication, independence, aptitude for internal auditing, and

audit methodology.

3.8.1. Dependent variables
A current topic in light of global accounting scandals and misleading financial reporting is internal control

systems. Because they ensure that the measure accurately represents the concept or variable under
investigation and produces dependable and consistent results, a more proactive preventive approach to the
problem necessitates a critical evaluation of internal control structures currently in place in organizations to
ascertain their capacity to ensure that the organization's activities are carried out in accordance with
established goals, policies, and procedural process. The dependent variable is Effectiveness of internal audit
fraud preventing methodology.

3.8.2. Independent Variable
Three independent variables that might affect the efficacy of internal controls in public organization offices

were the subject of this study. The following expected factors will be examined in this study: independence
and the goal of audit quality; professionalism and aptitude; and internal audit function. It should be mentioned
that the chosen federal public agency would be the source of the data for the independent variables.
Consequently, the opinions of the relevant bodies on these notions are reflected in the independent variables.
Each item related to the independent variables was continuously measured using a five-point Liker scale, with

the lowest representing strongly disagree and the highest representing strongly agree. The internal audit
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department was consulted over the many questionnaire items designed to determine the independent factors of

professionalism and aptitude, internal audit function, and independent and objective of audit quality.

3.9. Reliability and Validity Test

Reliability is concerned with the stability or consistency of the score obtained from an assessment or measure
over time and across settings or conditions. It is also concerned with the consistency or dependability of a
measurement technique. Reliability is about the consistency of a measure, aimed at the point that even if the
research is repeated, they will end up with similar results. As a result, the researcher first standardized the
instrument, such as the questioners, to assure the dependability of the measuring tool. There is less likelihood
that the score produced is the result of measurement error and random factors if the measurement is
trustworthy (Marczyh, 2005).To gauge the degree of uniformity of the specifically the Likert-type scale in the
questionnaire In order to accurately reflect the overall reliability of the constructs it is measuring, the
reliability analysis is crucial. The most often used metric for assessing scale dependability is Cronbach's

Alpha (o), with a value higher than a highly acceptable value is 0.70

The study's Cronbach's alpha is displayed in the table. The Cronbach's alpha for each variable is more than
0.70. This suggests that any inquiries are welcome. Cranach's alpha was utilized in the reliability test study to
evaluate the questionnaire's dependability. The most often used metric for assessing internal consistency and
dependability is Cronbach's alpha. When the range is from zero to one, it may be correlated efficiently, which
is why it is regarded as a metric of scale dependability. Dependability-wise, the result (questionnaire) is
deemed acceptable if the alpha value is more than 07; if it is less than 0.7, it is deemed unacceptable (Cohen
and Sayag, 2010).
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Table .3.2. Reliability Test

Cronbach's Alpha Based on
Cronbach's Alpha Standardized Items N of Items

973 981 27

Source Data survey 2024
3.10. Ethical Clearance
Ethical approval was obtained from St. Mary University's Postgraduate Studies Program. Ethical letters or
official permission was also obtained from various firms. Then, the objectives and benefits of the research
were discussed in detail with the officials of the officials of the selected organizations. Then, a similar
discussion was held with officials and staff. The study, which considered well-established and thorough
research ethics, reminds us that it is unethical for a researcher to present a biased report or not to report the

truth as it is.

Participation in the study is voluntary, and confidentiality of the information was assured during as well as
after data collection. The participants were informed about their right not to participate, privacy, risk, and no
direct benefits of the study, and not to answer any question or all of the questions. The information sought
was not used for any other purpose than that to which participants consented and will not be passed on to a
third party. After the successful thesis defense and approval by the Academic Commission and the University

Senate, the questionnaire will be incinerated in a secure manner.

26



CHAPTER FOUR

4. DATA ANALYSIS, PRESENTATION & INTERPETATION

4.1. INTRODUCTION
The goal of this study was to investigate the variables that affect internal audit effectiveness in detecting and

preventing fraud in selected public organizations in Addis Ababa. This chapter presents the findings gleaned from
the questionnaires collected from top officials in the finance and human resources departments, as well as internal
auditors of the selected public organizations. The data was analyzed using SPSS 25 software, and the chapter
provides an overview of the response rate, respondent demographics, descriptive statistics, and relevant statistical
tests. Specifically, the analysis includes assessments of heteroscedasticity, multicollinearity, autocorrelation, and
normality. Finally, the chapter evaluates the fitness or suitability of the model in light of the hypotheses proposed

for the study. The results are presented using appropriate figures and tables.

4.1.1. Response Rate

I distribute the survey to 140 people who were specifically chosen from a list of public entities in Addis Ababa; the
vast majority of the res ponders were from the internal audit division of the Ministry of Finance. A high response
rate of 78.57% was attained (110 out of 140 questionnaires were completed). Cohen and Saying (2010) classify a
response rate of 50% as satisfactory, 60% as good, and 70% or greater as very good, which means that this is in
the very good level. The high level of participation increases the likelihood that our findings will apply to the
intended audience.

4.1.2. Demographic Profile

A statistical analysis of a particular population group is called a demographic profile. It effectively summarizes the
traits of that group in order to give a picture of it. Depending on the situation, there are a lot of uses for this

knowledge.
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Table. 4.1. Education of The respondent

Education
Frequency Percent Valid Percent | Cumulative Percent
Valid BA degree 74 67.3 67.3 67.3
Masters 36 32.7 32.7 100.0
Total 110 100.0 100.0

Source Data survey 2024

The table shows the distribution of respondents’ educational levels. The most prevalent qualification, held by
67.3% of the participants, is a bachelor's degree. Although they are less common, a sizable fraction of the

population (32.7%) still holds master's degrees.

According to the statistics, a significant proportion of the respondents hold a bachelor's degree or higher,
suggesting that the sample is well-educated. Furthermore, a significant proportion of them have continued their

education by earning a master's degree.

Table .4.2. Position of The respondent

Position
Frequency  Percent Valid Percent Cumulative Percent
Valid Manager 20 18.2 18.2 18.2
Ass manager 22 20.0 20.0 38.2
Accountant 7 6.4 6.4 44.5
Auditor 60 54.5 54.5 99.1
Any other 1 9 9 100.0
Total 110 100.0 100.0

Source Data survey 2024
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Some intriguing tendencies may be seen in the respondent pool's employment position distribution. With 54.5% of
the population, auditors comprise the majority group. Manager's assistants make up the second-largest category,
coming in at 20%. Notably, 18.2% of people have managerial positions, with accountants making up the lowest

category with 6.4%. It is interesting to note that just 0.9% of respondents fall into the "any other" group.

According to the statistics, auditing may be a popular career in the particular research area, which may be a
reflection of the traits of the company or organization under investigation. A large concentration of auditors might

be a sign of a recent audit engagement or a focus on financial controls.

Table. 4.3. Work Experience of the Respondents

Work Experience
Frequency Percent Valid Percent | Cumulative Percen
Valid 1-3 years 1 9 9 9
4-6 years 6 55 5.5 6.4
7-9 years 22 20.0 20.0 26.4
10 years & above 71 64.5 64.5 90.9
5 10 9.1 9.1 100.0
Total 110 100.0 100.0

Source Data survey 2024

A table shows the workforce with a variety of career stages as revealed by the respondents' distribution of work
experience. The majority of the population (64.5%) has ten years or more of experience, indicating that they are
seasoned professionals with a wealth of expertise. Twenty percent had seven to nine years of experience, which is
a probably mid-career professional with a good basis in their industries. With just 5.5% and 0.9%, respectively,
having 4-6 and 1-3 years of experience, the early career stages are less common. Something appears to be wrong
with the data or inconsistent with the category "5 years.” All things considered, the evidence points to a workforce
that values experience highly. This tendency is shown by the low representation of new workers and the high

number of those with ten or more years of experience.
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4.2.  Descriptive Statistics

About 110 people participated in this study and answered a standardized questionnaire. Internal control procedures
and demographic data (gender, age, education, occupation, and years of service) were collected via the
questionnaire. Nine questions focused on the goal of quality; seven asked about aptitude and profession; seven on
the internal audit function; and seven about the efficacy of internal audit fraud prevention. A five-point Likert
scale, ranging from 1 (strongly disagree) to 5 (strongly agree), was utilized for each item. After data collection, the
information was imported into the analytic program SPSS 25. The average score for each participant was
determined by calculating the one dependent variable (fraud prevention or detection) and the five independent

variables (control activities). These averages were then categorized as follows:-

e Lessthan or equal to 2: Low/Least Level
e Between 2 and 4 (exclusive): Medium Level
e Greater than or equal to 4: High Level

Table 4.4. Variables Descriptive Statistics

N Mean Std. Deviation
Professionalism 110 3.75 0.732
Audit 110 4.75 0.453
Objective 110 4.75 0.443
effectiveness 110 3.00 0.175
Valid N (list wise) 110

Source Data survey 2024

Professionalism: The average score for professionalism is 3.75, with a moderate amount of variability
(std. deviation = 0.732). This suggests that while the average rating is around 3.75, there is some spread

in the ratings, indicating variability in perceptions of professionalism.

Audit and Objective: The mean score for both factors is 4.75. This implies that the audit and objective

evaluations are generally higher than the professionalism ratings. In comparison to professionalism, the
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standard deviations (0.453 and 0.443, respectively) show less fluctuation, indicating more consistent

assessments in these domains.

Effectiveness: The efficacy score has a reduced standard deviation of 0.175 and an average of 3.00. In
contrast to the other variables, this shows that respondents’ evaluations of effectiveness tend to be more
closely grouped around the mean of 3.00, indicating greater agreement about effectiveness.

Based on 110 responses, these descriptive data shed light on the average ratings and variations across
four distinct elements (effectiveness, professionalism, audit, and objective). According to the statistics,
respondents’ perceptions and agreements on these dimensions fluctuate, with efficacy exhibiting the least

amount of rating fluctuation.

4.3. Correlation Analysis

Correlation is a statistical method for determining the direction and intensity of a link between two
variables is correlation analysis. Although it doesn't indicate whether one affects the other, it does show
how much they alter in tandem.

When analyzing exploratory data, correlation analysis is a useful method for spotting possible links
between variables that need more research. But it's important to interpret the findings with caution,

taking into account the limitations, and without drawing conclusions about causality.
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Table 4.5. Correlation Matrix

Correlations

Effectiveness of

Professionalism | Internal audit | Objective Audit | internal audit
& aptitude function quality quality

Professionalism | Pearson Correlation 1.000 -.128 .053 .203
& aptitude

Sig. (2-tailed) .128 1.000 .910 -.197

Sum of Squares and Cross- .053 .910 1.000 -.134

products

Covariance 1.000 -.128 .053 .203
Internal audit Pearson Correlation .091 .000 .020
function

Sig. (2-tailed) .290 .000 .081

Sum of Squares and Cross- .017 .020 .081

products

Covariance -.069 .233 .074 -.290

N 140 140 140 140
Objective Audit | Pearson Correlation 137 .166 1 .063
quality

Sig. (2-tailed) 107 .050 .459

Sum of Squares and Cross- 8.600 10.257 117.886 10.600

products

Covariance .062 .074 .848 .076

N 140 140 140 140
Effectiveness of | Pearson Correlation .352" -.458" .063 1
internal audit

Sig. (2-tailed) .000 .000 .459

presentation
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fraud.

Sum of Squares and Cross- 31.600 -40.350 10.600 239.850
products

Covariance 227 -.290 .076 1.726
N 110 110 110 110

**_Correlation is significant at the 0.01 level (2-tailed).

Source Data survey 2024

The study discovered strong positive relationships between internal audit function effectiveness,

objective audit quality, professionalism, and aptitude. On the other hand, there was a strong inverse

relationship between internal audit functions and fraud prevention. Professionalism, aptitude, and
objective audit quality had connection coefficients of 0.091, 0.137, 0.053, 0.910, 0.352, and -0.458, in

that order. Presentation fraud was positively correlated with the efficacy of internal audit quality. The

correlation does not prove causality, even though it does indicate a link between the variables. To

completely understand the nature of this connection, more investigation is required. The findings suggest

that, while internal audit function is negatively linked with presentation fraud, professionalism and

aptitude are favorably connected with objective audit quality.

4.4 Inferential Analysis

Inferential statistics is a powerful tool for researchers in various fields, allowing them to move

beyond describing data and make data-driven claims about the whole.

The ANOVA results show that the model accurately represents the dependent variable. The model's variance
(2.772) is much larger than the unexplained variance (0.563), and the F-statistic (8.958) shows a very
significant result (p = 0.000). This suggests that the outcome is significantly influenced by the independent
factors. Further investigation is recommended. The explained variance, despite the fact that the model accounts

for a significant portion of the data, would be measured using other statistics such as R-squared. Examining

individual regression coefficients would reveal certain relationships between the variables.
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Table 4.6.ANOVA statistics

ANOVA?
Model Sum of Squares df Mean Square F
Regression 2.772 3 3.935 8.958 .000P
Residual 563 106 439
Total 3.335 109
a. Dependent Variable: effectiveness
b. Predictors: (Constant), Objective, Professionalism, Audit

Source Data survey 2024

The multiple linear regression model provided has a good fit, with a high F-value (8.958) and a low p-
value (0.000), indicating a statistically significant overall fit. The output includes the total sum of
squares, degrees of freedom, mean square, F-ratio, Sig., and residual sum of squares. The F-ratio
measures the overall fit of the model, while the Sig. shows the p-value for the overall fit. The p-value is
0.000, rejecting the null hypothesis, indicating that at least one of the predictors is significantly related to
the dependent variable. The residual sum of squares is 0.563, indicating that about 56.3% of the
variability in the dependent variable is not explained by the model.

In conclusion, the model is a good fit for the data, and the predictors are statistically significant. The next
step is to examine the individual coefficients for each predictor to determine which ones are most

strongly related to the dependent variable.
4.5 Model summary

A model summary is a brief report that lists the salient features of a statistical model. It basically provides
you with an internal breakdown of the model, enabling you to comprehend its complexity and
organization. Depending on the program or tool used to produce the model, the specifics contained in a

model summary can change; however, the following broad components could be present: A useful tool
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for understanding a statistical model is a model summary. It assists you in comprehending the workings

of the model "under the hood" and can guide your choices on its application and interpretation.

Table 4.7. Model summary

Model Summary

Model
Summar
yb
R Adjust | Std. Error
Squar | edR of the Change Durbin-
Model R e Square | Estimate Statistics Watson
Sig. F
R Square Chan
Change Change | dfl |df2 | ge
11|.450a | 0.635| 0.613 0.663 0.202 8.958 3| 106 0 1.493

Source Data survey 2024

The model's high R-squared value (0.635) and low standard error of the estimate (0.663) show that the multiple
linear regression model fitted fits the data rather well. The corrected R-squared value (0.613), which takes into

consideration the number of predictors in the model and penalizes the insertion of extraneous variables, is also

quite high.

The Durbin-Watson statistic and the F-change change statistics are employed to evaluate the significance of
the model and every single predictor. The F-change statistic is used to compare the model's fit with the present
predictor(s) to the model's fit without the predictor(s). The Durbin-Watson statistic is used to do an auto-

correlation test on the residuals.
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The model fits the data well, and each of the individual predictors has statistical significance (p < 0.05),
according to the output. Since the Durbin-Watson value does not change considerably from 0, the residuals do
not appear to exhibit auto-correlation.

Each predictor's contribution to the total R-squared value is displayed by the R-squared change statistic. In this
instance, the inclusion of the intercept as the first predictor raises the R-squared value by 0.450, a significant
increase. An extra 0.202, or a considerable increase, is added to the R-squared value with the addition of the
second predictor (x1).

Thus, the results indicate that each individual predictor is statistically significant and that the model fits the
data well.So, the output suggests that the model is a good fit for the data and that the individual predictors are
all statistically significant.

4.6.1. Diagnostic Tests

In today's research, diagnostic tests are vital. They offer useful data that enables the sample to decide on
treatment options with knowledge and enhances patient outcomes.

4.6.1.1. Normality test
An assessment of whether a set of data is likely to have come from a normal distribution—sometimes

referred to as a Gaussian distribution—is made statistically through the use of a normality test, also
known as a normality assumption test. A typical assumption in many statistical analysis is this bell-
shaped curve
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Figure 4.1. Histogram
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Histograms are used to show how the data is distributed. The ideal distribution of the data would resemble a
bell-shaped curve, which is representative of a normal distribution. It's hard to determine normalcy based only
on one photograph, though. Charts of normal probability (Q-Q): The observed data is shown against a normal
distribution in these charts. In the event that the data is regularly distributed, the points ought to roughly align
with a straight line. Tests for normalcy: The formal evaluation of normality may be done using statistical tests
such as the Shapiro-Wilk or Kolmogorov-Smirnov tests.

I suggest utilizing my data analysis tools to create a Q-Q plot or run an abnormality tests if establishing

normalcy is crucial to my investigation.

4.6.1.2 Linearity test
To evaluate the connection between two variables and ascertain if it is linear, a linearity test is utilized.

Stated differently, it determines if the changes in one variable cause the other to change in a straight line.
For statistical techniques such as linear regression analysis, linearity is an essential premise. Regression
analysis findings may be deceptive if there isn't a linear connection between the independent and

dependent variables.
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Figure 4.2. Linearity
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Source Data survey 2024

Regression analysis uses a graphical tool called a normal p-p plot to assess if the errors of a linear
regression model are normally distributed. It compares the observed cumulative probabilities of the
standardized residuals with the expected cumulative probability of a standard normal distribution. The
plot's data points seem to follow a straight diagonal line, suggesting that the errors in the regression
model have a normal distribution. But a tiny percentage of data points deviate from the norm, maybe as a

result of anomalies in the data or the faltering of presumptions such as homosexuality.

The p-p figure shows that the errors in the regression model follow a nearly normal distribution. It is
crucial to remember that a normal p-p plot is just one tool for assessing normality; other diagnostic
techniques, such as the Shapiro-Wilk test, may also be used. The p-p plot is the most effective method for
spotting non-normality in the distribution's tails, and sample size influences the strength of the evidence

supporting normality.
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4.6.2. Regression results

The statistical method known as regression is used to determine the connection between one or more independent
variables (represented as X) and one or more dependent variables (typically represented as Y). Modeling the link
between these variables, making predictions about the dependent variable based on the independent factors, and

figuring out how changes in the independent variables relate to changes in the dependent variable are the key

objectives of regression analysis.

Table 4.8.Regression Estimate

Coefficients a

Standardized

Standardized Coefficients | Coefficients 95.0% Confidence Interval for B
Model B Std. Error Beta t Sig. Lower Bound Upper Bound
(Constant) 3.473 744 4.667 .000 1.998 4.949
Professionalism & 1.553 .343 .962 4.529 .000 -2.233 .873
aptitude
The internal audit function 1.566 .347 .947 4.508 .000 877 2.254
Objective of audit quality .084 .053 141 1.585 116 -.021 .188

a. Dependent Variable: effectiveness of internal audit fraud prevention(p<0.01)

Source Data survey 2024

According to the aforementioned regression research, internal audit function, professionalism, and

aptitude are key determinants of internal audit fraud prevention efficacy. Internal audit fraud prevention

may be made much more successful by combining these elements with a robust internal audit function.

With standardized coefficients (Beta) of 0.962 and 0.947,

respectively, the coefficients for

professionalism, aptitude, and internal audit function are both statistically significant at a 95% confidence
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level. Organizations that prioritize the development of professionalism and aptitude among their internal
auditors and have a strong internal audit function are more likely to have effective internal audit fraud
prevention mechanisms in place. This is indicated by the 95% confidence interval for the coefficients of
professionalism and aptitude and internal audit function, which is (1.998, 4.949). Nevertheless, the R-
squared value of the model is 0.635, meaning that these three factors account for only 63.5% of the
variation in the efficacy of internal audit fraud prevention.

To sum up, the regression analysis's findings show that internal audit function, professionalism, and
aptitude are significant determinants of how successful internal audit fraud prevention is. Prioritizing the
growth of these elements will probably result in organizations having more efficient internal audit and

fraud prevention mechanisms in place.
4.6.3 Hypothesis Testing

Based on the correlational output provided, it appears that there are several significant relationships
between the variables in the study. Here are some possible hypotheses that could be generated based on

these results:
Professionalism and Aptitude Hypothesis:
H1: Professionalism and aptitude are positively related to objective audit quality.

According to this theory, those who possess greater professionalism and aptitude are also more likely to
demonstrate higher levels of objective audit quality. This correlation makes sense since those who are
more capable and professionally inclined are more likely to possess the abilities and know-how required
to conduct excellent audits. The hypothesis of the internal audit function.

H2: The internal audit function is negatively related to prevention fraud.

According to this theory, companies with more effective internal audit departments have lower rates of
presentation fraud. This link makes sense because, by serving as an impartial check on the organization's
financial statements, a robust internal audit function can serve as a disincentive to fraudulent activity.The

hypothesis on the effectiveness of internal audit quality
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H3: The effectiveness of internal audit quality is positively related to prevention fraud.

According to this theory, presentation fraud is more common in companies with more efficient internal
auditing. Although this link defies common sense, it could be the result of firms feeling more secure in
their capacity to conceal fraudulent activity when it comes to internal audit quality.

Prevention Fraud Hypothesis and the Function of Internal Auditing

H4: The internal audit function is negatively related to prevention fraud, and this relationship is mediated

by the effectiveness of internal audit quality.

According to this theory, internal audit quality's efficacy acts as a mediator in the interaction between
presentation fraud and the internal audit function. Put differently, a robust internal audit function might
potentially lower the risk of presentation fraud by increasing the efficacy of internal audit quality, which
in turn lowers the risk of fraudulent activity.

These theories are derived from the correlational output , and more data analysis or experimental designs
may be used to evaluate them. It's crucial to remember that correlation does not indicate causality; thus,

further study is needed to evaluate and validate these theories.

4.7. Discussions and Results
The effectiveness of internal audits in identifying and mitigating financial fraud threats within international

organizations is crucial. The Ethiopian government has been working to strengthen the role of internal
auditors in the public sector to improve accountability and transparency. However, technical proficiency,
technology adoption, and managerial independence remain issues for the profession. To improve the
effectiveness of internal audits, Ethiopian public organizations have implemented a range of financial fraud
prevention methods, including internal audits, fraud risk assessment, anti-fraud policies, training, whistle
blower programs, internal controls, and cross-functional collaboration.

This multi-linearity approach aligns with the fraud triangle theory, which suggests fraud arises from a
combination of incentives, opportunities, and rationalizations. The results highlight the importance of
comprehensive fraud prevention programs rather than relying on single interventions. Regular employee
training and awareness are also crucial for promoting ethical behavior and fraud detection.

The study's findings align with the fraud triangle theory, suggesting that a multifaceted approach addressing

the three elements of fraud (incentives, opportunities, and rationalizations) is crucial for effective fraud
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prevention. The study's recommendations for practice and policy include prioritizing fraud prevention,
adopting a comprehensive fraud prevention program, and providing regular training and awareness. These
steps are essential for federal public organizations to strengthen their financial integrity and protect public
resources. According to the findings, presentation fraud is a serious problem in firms, and better objective
audit quality is connected with higher levels of professionalism and aptitude. Nonetheless, there is an inverse
relationship between presentation fraud and the internal audit function, indicating that fraud of this kind is less
likely to be committed by strong internal audit departments. This relationship is mediated by the quality of
internal auditing, indicating that firms should give priority to creating efficient internal auditing departments

in order to lower prevention fraud.
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CHPTER FIVE

5. CONCLUSION AND RECOMMENDATION

5.1. INTRODUCTION
The study's conclusions include an overview of internal audit procedures and research projects, along with

recommendations for improvement. The summary emphasizes the need to enhance internal auditing practices
and offers suggestions for future research avenues. The study's conclusion serves as the foundation for the
findings. The study's last chapter presents an overview of the key findings, makes inferences from the data,
and offers suggestions for future research. The researcher summarizes the main conclusions and inferences
from the study in the conclusion section. The researcher summarizes the findings and offers suggestions for
more research based on the study's findings. The researcher offers suggestions in light of the study's findings

in the conclusion section, which summarizes the major conclusions and inferences.

5.2.CONCLUSSION

This research examined the determinants of internal audits ineffectiveness in preventing fraud within a
selection of organizations. The findings revealed that internal audits can be a valuable tool in mitigating
fraud risk. When properly designed and executed, internal audits identify weaknesses in internal controls
and uncover instances of fraudulent activity. However, effectiveness was influenced by factors such as
the competence of the internal audit team, the independence of the internal audit function from
management, and the organization's overall fraud risk management strategy. The study concludes that the
federal public organizations in the sample have implemented various financial fraud prevention methods,
which are in line with the literature review. The study highlights the importance of a multi-faceted
approach to fraud prevention and emphasizes the need for regular training and awareness programs. The
study's findings have implications for practice and policy and provide insights for organizations seeking

to improve their fraud prevention efforts.

The study comes to the conclusion that the sample federal public entities have used a variety of financial
fraud prevention strategies that are consistent with the literature review. The study underlines the value of
a multifaceted strategy for preventing fraud as well as the necessity of ongoing education and awareness
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campaigns. The study's conclusions offer guidance to businesses looking to enhance their fraud

prevention strategies as well as implications for practice and regulation.

Important conclusions regarding the efficacy of internal auditing (IA) in public organizations are
presented by the study. The study discovered that the competency of IA teams, IA independence, IA
quality, management support, and the audit committee were the most important determinants of IA
effectiveness.

The demographic characteristics of the respondents did not significantly influence these determinants. To
improve A effectiveness, the researcher recommends focusing on three key factors: ensuring 1A teams
have the necessary skills, knowledge, and competence; maintaining IA independence by avoiding
conflicts of interest; improving the quality of IA through a robust quality control system; and ensuring
management provides adequate support by allocating resources and cooperating fully with investigations.
Establishing a strong audit committee can provide guidance and oversight and ensure the implementation
of 1A findings and recommendations. By addressing these factors, the organization can enhance the
effectiveness of the study's findings highlight the critical role of an effective internal audit function in
minimizing the fraud presentation gap for federal public organizations. The results show that all the
selected organizations in the sample had an internal audit function that conducted regular audits to detect
and prevent fraud. This suggests that a strong and independent internal audit operation, equipped with

sufficient resources, is a key component of a robust fraud prevention framework.

For RBIA, the study demonstrates the importance of internal audit's role in conducting comprehensive
risk assessments to identify potential fraud risks and vulnerabilities. By proactively assessing fraud risks,
internal audits can help organizations prioritize their fraud prevention efforts and implement targeted
controls. Regarding FCP, the study reveals that the selected organizations have established
comprehensive anti-fraud policies and procedures, which are essential for guiding employees on fraud
prevention, detection, and reporting. Internal audit's involvement in the development and ongoing

evaluation of these policies and procedures can help ensure their effectiveness in mitigating fraud.

For GICS, the study underscores the significance of internal controls implemented by the organizations to
prevent fraud, such as segregation of duties, reconciliations, and approval processes. Internal audit's role

in evaluating the design and operating effectiveness of these internal controls is crucial in identifying and
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addressing control weaknesses that could lead to fraud. Furthermore, the study highlights the importance
of collaboration and communication between internal audit and other departments, such as finance and
procurement, in strengthening the organization's overall fraud prevention efforts. This collaborative
approach, facilitated by internal audits, can help foster a culture of fraud awareness and prevention
throughout the organization. In conclusion, the findings of this study demonstrate that an effective and
independent internal audit function is a key element in minimizing the fraud presentation gap for federal
public organizations. By conducting comprehensive risk assessments, evaluating the adequacy of anti-
fraud policies and procedures, and assessing the design and operating effectiveness of internal controls,
internal audits can play a crucial role in strengthening the organization's overall fraud prevention and

detection capabilities. Its internal audits improve its overall governance and risk management processes.

5.3. Recommendation

In order to identify and minimize financial fraud, internal auditing is an essential job in public organizations.
Organizations should make investments in personnel training and ongoing education in fraud detection
strategies and risk assessment to increase their efficacy. Make sure internal audit employees are independent
and accountable, since this will discourage would-be scammers. Use a risk-based approach to internal
auditing, giving priority to areas where fraud is most likely to occur. Create continuous monitoring protocols,
such as data analytic tools and recurring evaluations of important financial controls, to identify any
questionable behavior.

Foster an anti-fraud culture by encouraging morality and honesty among employees. Establish and uphold
strict internal controls, such as job separation, appropriate authorization protocols, and frequent
reconciliations, over financial operations. Provide staff with a clear, private route to report any suspicions of
fraud. Show that management is firmly committed to internal auditing and efforts to combat fraud.

Additional studies should be carried out to pinpoint specific weaknesses in particular public organizations,
examine historical fraud cases to comprehend the intents and techniques of the offenders, and contrast internal
audit procedures among various public organizations to pinpoint best practices and potential areas for
development. Public enterprises may greatly enhance their internal audit function's ability to identify and stop
financial fraud by putting these recommendations into practice.
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5.4. SUGGESTIONS FOR FUTURE RESEARCH

Expand the Geographical Scope: The current study was limited to public sector organizations in Addis Ababa,
Ethiopia. Future researchers should consider expanding the geographical coverage to include public sector
organizations from other regions of Ethiopia. This would provide a more comprehensive understanding of

internal audit effectiveness in fraud prevention across the country.

Diversify the Sample Composition: The study focused on a subset of public sector organizations. Future
research should aim to include a more diverse sample, such as public enterprises from different industries and
of varying sizes. This would help evaluate the applicability of the findings across a broader range of public

sector entities.

Investigate Additional Factors: The current study acknowledged that it did not cover all possible factors
impacting internal audit effectiveness. Future researchers should explore other variables that may influence
internal audit's role in fraud prevention, such as: Organizational culture and leadership, support for internal
audits Auditor competencies and continuous professional development Availability and utilization of data
analytic s and technology in internal audits Coordination and information-sharing between internal audit and
other departments (e.g., finance, procurement, 1T) Assess the Impact of Audit Findings: The study did not
explicitly examine how the outcomes and recommendations from internal audits affect the effectiveness of
fraud prevention. Future research should investigate the impact of internal audit findings, including the
implementation of audit recommendations and the resulting changes in the organization's fraud prevention

measures.

Comparative Analysis: Conducting a comparative analysis between public sector organizations that have
robust internal audit functions and those with less effective internal audit operations would provide valuable
insights. This could help identify the key differentiating factors that contribute to the internal audit's success

in fraud prevention.
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Mixed-Methods Approach: Combining quantitative and qualitative methods, such as surveys, interviews, and
case studies, would provide a more holistic understanding of the complex relationships between internal audit
effectiveness and fraud prevention in the Ethiopian public sector. By addressing these suggestions, future
researchers can enhance the depth and breadth of knowledge on the role of internal audit in minimizing the
fraud presentation gap within the Ethiopian public sector. This expanded understanding can inform policy
decisions, strengthen internal audit practices, and ultimately improve the overall fraud prevention framework

in public organizations.
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APPENDIX (A) QUESTIONNAIRE

Dear Respondents,

The questionnaire below is aimed at achieving the aforementioned topic about “THE DETERMINANTES
INTERNAL AUDIT EFFECTIVENESS IN FRAUD PREVENTION: A CASE STADY OF SELECTED
PUBLIC ORGANIZATION”, and the successful Completion of it will lead to the award of on Master’s
Degree in Accounting & Finance at St.Mary’s University. The researcher pledge to conceal the anonymity
and confidentiality of all Persons who give out information as required by this questionnaire.

With best Regards!
Minda Y lheyis

Tel: +251-0912215262

E-mail mindayiheyis@gmail.com
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PART ONE: GENERAL INFORMATION

Section A: Dimo-graphic Data of Respondents
1) Gender of respondent:-

A Male [ B.Female [
2) Age of respondent:-

A.25 years and below 1 B.26- 35years ] c.36-45 years [] D.46-55 years [ClE. 56 years and above

[l

3) Educational level of Respondent:-

A. Diploma [lB. BA Degree Clc. Masters [1 D. ph.D LlE. Any other please specify

4) Position held at the organization:-

A. Manager [] B. Assistant Manager [J c. Accountant L1 D. Auditor 1 E. Any other? Please

specify
5) How long have you been working with Organization? (Tenure of work)

A. 1-3 years [1B. 4-6 years Clc. 7-9 years Clp. 10 years and above

PART TWO: THE EFFECTIVENESS OF INTERNAL AUDIT PREVENTATION

6) Section B: Professionalism and aptitude? (Put thick mark on the number closest to your view)
Please rank the following statements ranging from strongly disagree to strongly agree where: 5= Strongly
Agree; 4= Agree; 3=Neutral; 2= Disagree; and 1= Strongly Disagree

SD (1) D (2) N (3) A (4) SA (5)

SD| D| N| A| SA

No. 6) Professionalism & Aptitude {1} | {23 {3} {4} {5}
6.1 | possess a suitable and pertinent educational background in auditing.

6.2 I am aware of auditing practices, standards, policies, and procedures

6.3 | | possess the necessary expertise in communication, government administration

legislation, and auditing to be able to perform audits on the public sector and spg
fraud.

6.4

I have over five years of experience as an internal auditor
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6.5

In order to stay current on information about the responsibilities and activities of
internal auditors, | have taken part in an auditor training and professional
development program.

6.6

I hold a professional auditor certification

6.7

I belong to a professional association for government internal auditors.

7) Section C: The Internal Audit Function & Independence? (Put thick mark on the number closest to

your view) Please rank the following statements ranging from strongly disagree to strongly agree where: 5=

Strongly Agree; 4= Agree; 3=Neutral; 2= Disagree; and 1= Strongly Disagree
SD (1) D (2) N (3) A (4) SA (5)

SD| DA| N| A | SA
No 7) The Internal Audit Function & Independence {1} {2} | {3}] {4}| {5}
7.1 | | have the necessary independence to carry out my responsibilities as an
internal auditor.

7.2 | Inorder for the internal auditors to carry out their duties, the head of the

Regional Inspectorate needs to submit a report to the local government.
7.3 The regional head and the leadership of the Regional Inspector ate

communicate directly.
7.4 No one interferes with my performance of my duties.
7.5 | I have complete access to all necessary data, information, and reports on the
organizational unit and audited workers.

7.6 I don't work on any projects aside from the auditing process.

1.7

The appointment and removal of the regional inspectorate's head are approve
by the regional head.
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8) Section D: Obijective of Audit Quality? Please rank the following statements ranging from strongly
disagree to strongly agree where: 5= Strongly Agree; 4= Agree; 3=Neutral; 2= Disagree; and 1= Strongly
Disagree

SD (1) D (2) N (3) A (4) SA (5)

DA| D| N| A| SA
No 8) Objective of Audit Quality {1} | {2}| {3}] {4}| {5}

8.1 |The organization places a lot of importance on the audited coverage area

8.2 Putting together a yearly internal audit strategy that is risk-based.

8.3 The audit is carried out according to the auditing priority order, which cal
for the enhancement of the management system and assurance services

8.4 | can do the auditing task on schedule.
8.5 | carry out the examination in compliance with the relevant auditing
guidelines.

8.6 | have the ability to identify significant mistakes that have happened in th
audited financial reports and accounting system.

8.7 | periodically follow up to verify the steps the audited has made to addres
any issues it has identified.

8.8 [Internal auditors discuss audit recommendations with regional leadership
in an open and honest manner.

8.9 | The regional leaderships take into account the advice and conclusions of
the internal auditors when making judgments.

9) Section E: The effectiveness of internal auditing in preventing fraud? Please rank the following
statements ranging from strongly disagree to strongly agree where: 5= Strongly Agree; 4= Agree; 3=Neutral;
2= Disagree; and 1= Strongly Disagree

SD (1) D (2) N (3) A (4) SA (5)

9)The Effectiveness of internal auditing in preventing fraud SD| DA| N| A | SA
{1} {23] {3}] {4}| {5}

A. Putting a Risk-Based Internal Audit (RBIA) into Practice

Internal auditors who are assigned to audit assignments are aware of the
auditor’s business procedures and hazards

Internal auditors serve as mentors, encouraging auditors without risk
management or risk registers to do so right away.
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B. An individual who facilitates the execution of the Fraud Control Plan
(FCP)

9.3 Internal auditors interact with audits and train them to apply the FCP.

9.4 Internal auditors assess the audit’s FCP implementation

C. Real-time audits are being implemented for strategic work packages.

9.5 Probity audits are carried out by internal auditors on high-risk procuremel
of goods and services (PBJ) operations.

9.6 |Advice on the continuing Goods and Services Procurement (PBJ) proces
is given by internal auditors.

D. Government Internal Control System Evaluation (GICS)

9.7 | Internal auditors assess how well the audited company's internal control
system is being implemented.

If you have any suggestions on internal audit effectiveness or fraud prevention in your company that are not
included in this questionnaire, kindly share them with us.

Thank you for your support and participating!!
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