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ABSTRACT

The paper examines the influencing factors on Malaysia Internal Audit Efficiency.
Descriptive statistical analysis, interpretive statistics including Pearson Correlation, and
multiple regression analysis of variance are used to examine factors such as independence
of internal auditing, basic competence of internal auditors, the relationship between
internal auditors and external auditors and management support for the effectiveness of
the internal audit. The SPSS statistical package was also used for quantitative and
qualitative analyses, such as the multiple relapsing model and other tests. According to
the results, when it comes to internal audit efficiency, multiple factors have a significant
relationship with one another (internal auditor independence and managerial staff
assistance for internal audit) throughout a favourable encouragement on the efficacy of
internal audits. A good communication system between external auditors and internal
auditors can result in efficient exchange of information and effective control over the
company’s internal audit. In addition, this research looks at how the activity theory might
provide insight into the impact that board qualities and important audit matter disclosure
have on publicly traded companies in Malaysia. It is suggested that future studies use
additional panel data to evaluate factors over a longer period and with larger samples and

to account for confounding variables like profit and company size.

Keywords: Internal Audit Effectiveness, Independence, Competencies, Relationship,

Management Support Internal Auditors & External Auditor.



ABSTRAK

Kertas kerja ini mengkaji faktor-faktor yang mempengaruhi Kecekapan Audit Dalaman
Malaysia. Analisis statistik deskriptif, statistik tafsiran termasuk Korelasi Pearson, dan
analisis regresi berganda bagi varians digunakan untuk mengkaji faktor-faktor seperti
kebebasan pengauditan dalaman, kecekapan asas juruaudit dalaman, hubungan antara
juruaudit dalaman dan juruaudit luar dan sokongan pengurusan untuk keberkesanan Audit
dalaman. Pakej statistik SPSS juga digunakan untuk analisis kuantitatif dan kualitatif,
seperti model berulang berbilang dan ujian lain. Mengikut keputusannya, apabila bercakap
tentang kecekapan audit dalaman, pelbagai faktor mempunyai hubungan yang signifikan
antara satu sama lain (kebebasan juruaudit dalaman dan bantuan kakitangan pengurusan
untuk audit dalaman) sepanjang galakan yang menggalakkan terhadap keberkesanan audit
dalaman. Sistem komunikasi yang baik antara juruaudit luar dan juruaudit dalaman boleh
menghasilkan pertukaran maklumat yang cekap dan kawalan yang berkesan ke atas audit
dalaman syarikat. Di samping itu, penyelidikan ini melihat bagaimana teori aktiviti
mungkin memberikan gambaran tentang kesan kualiti lembaga pengarah dan pendedahan
perkara audit yang penting terhadap syarikat dagangan awam di Malaysia. Kajian masa
depan dicadangkan menggunakan data panel tambahan untuk menilai faktor dalam
tempoh yang lebih lama dan dengan sampel yang lebih besar serta mengambil kira
pembolehubah yang mengelirukan seperti keuntungan dan saiz syarikat.

Kata kunci: Keberkesanan Audit Dalaman, Kebebasan, Kecekapan, Hubungan,

Sokongan Pengurusan Juruaudit Dalaman & Juruaudit Luar.
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CHAPTER 1 INTRODUCTION

1.0 Introduction

Internal auditing (IA) has experienced significant expansions in recent years that
have widened its possibility and allowed it to be more valuable to a firm. The guarantee
of compliance, financial control, and asset protection has always been the primary focuses
of TA. Numerous changes have strengthened the roles of IA in boosting corporate
governance processes later the company monetary dishonours of the 2000s (International
Federation of Accountants 2006). According to (Cohen 2010) IA has therefore
transformed into a charge maker by enhancing the efficiency of risk-managing controllers
besides authority structures. Changes to the political and economic climates and
information technology advancements have profoundly impacted corporate Governance.

Many business risks have resulted in various financial frauds in recent years.

Organisations rely heavily on internal audit (IA) operations to help them reach
their goals and keep their assets safe. Furthermore, the IA has developed into a crucial
management instrument for establishing efficient command in businesses (Endaya, 2016).
International Professional Practice Framework emphasises the importance of a strong 1A
function, believing that a well-executed IA's role will significantly enhance the efficiency
with which an organisation manages risk, controls its operations, and government.
According to (Endaya, 2016) the Institute of Internal Auditor’s meaning of internal
auditing, "An independent, objective assurance and consulting activity designed to add

value and improve an organisation's operations. It helps an organisation accomplish its
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7.0 APPENDIX

7.1 The SPSS Software Results and output

Output Created
Comments
Input

Missing Value Handling

Notes

Data

Active Dataset

Filter

Weight

Split File

N of Rows in Working
Data File

Definition of Missing

Cases Used

84

24-SEP-2023 22:02:43

C:\Users\jaymz\OneDrive\
Desktop\Assignments\Kiss

hen\Internal Audit SPSS -
DataSet1
<none>
<none>
<none>
148

User-defined missing
values are treated as
missing.

Statistics are based on
cases with no missing
values for any variable
used.



Syntax

Resources

Processor Time
Elapsed Time
Memory Required
Additional Memory
Required for Residual
Plots

REGRESSION

/MISSING LISTWISE

/STATISTICS COEFF
OUTS R ANOVA

/CRITERIA=PIN(.05)
POUT(.10)

/NOORIGIN

/DEPENDENT
EffectivenessOfInternal Au
dit

/METHOD=ENTER
IndependeceOfinternal Aud
itors
RelationshipBetweenIntern
aExternall Auditors

CompetencyOfInternalAud

itors

ManagementSupportfInter

nalAuditors

/RESIDUALS DURBIN

HISTOGRAM(ZRESID).
00:00:00.36
00:00:00.54

5264 bytes

264 bytes

Model

Variables Entered/Removed?

Variables
Removed Method
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1 ManagementS . Enter
upportfInternal
Auditors,
IndependeceOf
internal Auditor
S,
CompetencyOf
Internal Audito
1S,
RelationshipBe
tweenInternaE
xternall Auditor

Sb

a. Dependent Variable:
EffectivenessOflnternal Audit
b. All requested variables entered.

Model Summary®

Adjusted R Std. Error of Durbin-
Model R R Square Square the Estimate Watson
1 e 950 948 .09218 .681
a. Predictors: (Constant), ManagementSupportfInternal Auditors,
IndependeceOfinternal Auditors, CompetencyOfInternal Auditors,
RelationshipBetweenInternaExternall Auditors
b. Dependent Variable: EffectivenessOfInternal Audit
ANOVA?
Sum of
Model Squares df Mean Square F Sig.
1 Regression 22.935 4 5.734  674.829 .000°
Residual 1.215 143 .008
Total 24.150 147

a. Dependent Variable: EffectivenessOflnternal Audit

b. Predictors: (Constant), ManagementSupportfInternal Auditors,
IndependeceOfinternal Auditors, CompetencyOfInternal Auditors,
RelationshipBetweenInternaExternall Auditors
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Coefficients?

Standardized
Unstandardized Coefficients  Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) -431 .105 -4.125
IndependeceOfinternal Au 344 .038 364 9.074
ditors
RelationshipBetweenlInter 427 .049 406 8.645
naExternall Auditors
CompetencyOflnternal Au 176 .046 152 3.780
ditors
ManagementSupportflnter 145 .038 131 3.825

nalAuditors

a. Dependent Variable: EffectivenessOfInternal Audit

Residuals Statistics?

Minimum Maximum

Predicted Value 3.9367
Residual ; -.20274
Std. Predicted Value -1.806
Std. Residual -2.199

5.0286
27793
959
3.015

Mean  Std. Deviation
4.6500 .39499
.00000 .09091

.000 1.000
.000 .986

148
148
148
148

a. Dependent Variable: EffectivenessOfInternal Audit
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Charts
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Minimu | Maximu

Std.

) m m hlean Deviation
Fl-Independence of 30 1.00 500 44000 83301
Internal Auditor (TV)
F2-Competency of Internal 30 300 300 44333 56832
Auditor (TV)
F3-Relationship between 30 400 5.00 43333 50742
Internal  Auditor  and
External Auditor (TV)
F4-Management Support 30 400 5.00 435000 50833
for Internal Audit (TV)
Intermal . Audit 30 400 500 45333 50742
Effectiveness (DV)
Valid N (listwise) 30 || |
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Survey on Factors that nfluence the Effectiveness of Internal Audit In AMalaysia.

The objective of thizs questionnairs is o investizgate he influence of several factors on the efectivens sz of internal avdit in
the Malavzsizn environment.

Thiz survey comprizas of TWO (2) sactions, SECTION A: DEMOGRAPHIC INFORMATION and SECTION E: FACTOR!

SECTION A: DEMOFRAPHIC INFOFRMATION.

Instruciion : The folowing items are related te indnidiual personal igfermation. Please ¢ hoose e m o5t appropriae
anower for each fen

Gender : Femake |
: hals
Work Exnpariance : Lazz Than 1 Yesr ]

o1 Wear-5 Yeas
: Moz Than 5 Years

Tob Position  Aundit Managsr
. Benior Aunditor
. Junior Avditor

AccomtingAudit Firm : PriceWaterhousaCoopers Pl
. Grant Thornton Nalav=ia Bit.
: KEG.
. Dieloitts.
: Vaza Loo Guns & Associstes
: Param & Co.

SECTION B: FACTOR S THAT INFLUENCE THE EFFECTIVENESS OF INTERNAL AUDIT
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Instruction: The following item s are related fo the factors that cowld have some influenc es on the rf@cieness of inernal
audit Please indicak your degree of agreement by selecting the mon ber that best swits your ¢ ondition ranging from tfe

seale gf ] to J [ 1= Smongly Divagres; 1= Divagree ; 3= Neral; 4= dgree; 5= Srongly Agree]

1= Strongly Disagree; 2= Diagree; 3=Neutral 4= Agree; = Strongly Agree

—-Select ONE -—

Factor A : Independence of Internal Auditors

1 1| 3 4|8

Aundior indspendancs is part of the foundstion of the suditing profe zzion. A n indapendant ralisbls,
and ethically sounds sudit gives 3 company aedibility and allows the public to Test in the acouracy
of the e=zulE and the ine ity of the acc ounting profassion.

An indapendant suditor is frpically expact © svoid conflice of inerest snd ensure the inteerity of
performing =n sudit.

I ndependent auditors ar= of en expeced to protect shersholdar: and potential investors from
o cazion il frpdulent of wnepre sentative financisl clsime made by public companies

Indepandence in sppearence is whet third parties would parceive an sudinr 22 being indsapandent.

Independence i& schieved by azuring thet the internal audit activity has no management
rezponsibility for =ny of the oreanizstion’s non-sudit functions subjact to inemal sdit szs=zzments

land bv separatine manarement of the infemsl spdit activiee

1= Stromgly Disagree; 2= Diagres; 3=Neutral 4= Agree; §= Stronely Agree

Factor B : Competency of Internal Auditors

Aundiors need © be compeent in *Communication™, * Persussion and Collsboration™, and “Critical
Thinking” in order to daliver intamal sudit angsr=meant, and drive improvement and innova ion in
21 07 EEnization.

Aundinr competence is demonstrated by personal attribwtes, the ability to apply knowladee and
skillz, emperiznce, continuwous davalopment and z=zezamant The zssezement of avditors may includa
reviewing records, gathering fea dback or observin g inte=rmal audits «ficiencies

Enowledge of sudit principles. practices and techniques indicate the compe ency of internal sudios.
It includes knowlades of cliant products, processe: and orgsnization, lanzua s skills ap propriste to
&1l levels within the client oreemization, noe-taking and report-writing skills.

e audirs compeence can be seen from knowledge, skills and experience which are bk to
inflsancs audit quatity. The higher the compatence lewel of #n suditor, the better the sudit quality.

An sudifr is reguired to posgass competanc e in order @ obtzin sienificance sudit parformance.

1= Stromgl Disagree; 2= Diagres; 3=Neuiral 4= Agree; = Stronsly Agree

Factor T : Relationship between Internal Auditors and External Auditors

An int=rnal audit =nd =n extamsal sudit 302 similsr in that they both follow similsr sudit procssees
inc nding the planning phase, fieldwork phese and eporting phaze.

By refaming to the work of the inemsl suditor, an exnemsl suditor can gain sdditional inzights of
the antity.

A pood communication system betwesn extemal avditors and intemal suditors can result inan
efficient exchange of information and =factive control over the financial stetementz. Through this,
both the nemal snd ext=rnal auditors can plan the timdng of their work while minimizing the
interfarence of the manssement.

Externsl suditors znd int=mal suditors sr= clesrty seperated and distinct in their respec tive functions
and duties but there should be regulsr communication betwaen the two for an eficient intemal
=it

Both internal and enternal avdiors help compandies to ensure that their finencizsl mporting spees
with the sccounting principles, that internsl controls are working corecdy, and that the company iz
in complisnce with relavant laws and repulstions to achive an efficient internal avdit process.

|1= Strongly Dizagree; 2=DEagres; 3=Neutral 4= Agree; 5= Sironsly Agree
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Factor I¥ : AManagement comm iment: and supports for mbernal audit 1 2] 3 4
Manzzement of the company coorporates with the intemal awdit dotument rquast.

The manazement provides supporting doc wments requasied for intamal sudit on fime.

znzz=menfs commitments and sspports for internal sudit vnit ars important factors that detarmine
the exent to which the unit can fulfil itz objectives and are assentisl for effective intemal sudit

In order to maintain offective internal controls, management should ) meintsin sde quste policies
and procadures il) communicate entite’s policies and procedures; and iil) monitor compliance with
policies and practices.

Nansrement is responsibles for maing ining an sdequete system of internal controls. Intemal
auditors indapendandy avaluste the sdaquecy of the axistin g interma] control sysems by anslyzine
and testing those controls.

Your kind participation in r=sponding to this questionnsire will ba very much spprecisted. Thank vou in advance for vour
wvaleabls ime.
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