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ABSTRACT

Numerous environmental issues, including cleanliness, flash flood, rise of dengue cases,
and waste management, have often flashed as the main headlines across Malaysian
newspapers. Such issues are managed and monitored by Malaysian Local Governments
(MLGs) administered under their respective State Governments. The uprising
environmental issues reflect poor monitoring performance by MLGs on environmental
activities and programmes that occur under their nose. Inherently, the abovementioned
scenario denotes weak or inadequate environmental audit practices (EAP) that ascertain
the efficacy of environmental programmes and activities organised by MLGs. As
stipulated by the National Audit Department (NAD), auditing processes on related
environmental programmes are only executed after five-year interval due to time and
auditor constraints (Buang, 2007). As such, this present study had looked into the
differences and similarities in EAPs between two MLGs (ALPHA and BETA), along
with the roles of internal auditors in conducting EAPs for both MLGs. This qualitative
study had captured data via review of heaps of documents, multiple interviews, and vast
informal observations. The case study approach was employed with a single unit
analysis, and followed by the multiple case study design on ALPHA and BETA. Three
perspectives; functional, interactionist, and cognitive, were described from the lens of
role theory, which was initiated by Katz and Kahn (1978). As a result, this study
revealed that the internal auditors constructed their roles through the following three
processes: developing expectation, establishing the interaction platform, and
responding to the implementation of EAPSs. It was discovered that the EAPs in ALPHA
were more efficient in light of expectation development particularly due to six criteria,
namely: initiator of EAP, coverage of the audit, composition of the audit team,
involvement of the quality officer, audit checklist, and reporting the audit findings.
Next, the interactionist perspective was probed into through the lens of the role theory
to describe the interaction platform in EAPs developed by the internal auditors.
Accordingly, it was found that normal audit processes (e.g., annual work plan, training,
letter or memorandum of audit, exit meetings, and review meeting of audit) and
Management Committee Meeting served as the interaction platforms in enabling EAPs.
Additionally, the roles of secretariat of audit, technology, and meeting attendees can be
enhanced to improve the interaction mechanism between internal auditors and auditees.
Based on the cognitive perspective in light of the role theory, as prescribed by Mantere
(2008), this study affirms that internal auditors function as protector in BETA and
problem solver in ALPHA.



Gl Jadla

o oV gLy (g pd) ULy (asladl ez él\ izl Lladll o @b
el 3y Lladll ods 00y iyl Cimedl (3 andy cpalis (oLl 3)s)y (Eladl
il Lladll oSay (U anldl oVl ol el g gl sl syl
& ) el cbladl e oY ol 2l GBI Y1 Cans suslal
Yo ST & b)) Olheal) Cano ) Gl splind) dyy (o8] 3 ud
LB sl el Wy (BLLYI Badaze Sleses Lealad ) At ololidly pal
ot 3y (Dl i 3 A Y an ) el e gl Sles OF s bl
3 ol e by tades ((Buang 2007) cnisally cogl foems s 543
() g Bl LY e ot Cp &l QB Y & olsladly SBbasY)
By (oS (3 2l GBI a3 o) (3 ksl Bl s me (1L (L
JLBLoYU (@Bl e 35S slael Baxle JV5 0 UL Rl ol ds
el o WL a3 gie ol iy i )l pe olialally SO e dsgest
el ag ks s g oy W e ST aadll OV dully Baae 5ty 3oy
deelonnVly cidelidly i)l ol Codl vy ((1978) 05y 51U elaz V)
& tobles OO M= e {.A)bﬁ RPN EX U RUUNN) RCOPS iS¢ E ey
ol Uy et LB el dodid Vg ¢ Jolidl) daie cliily coladgdl ks
ey it BBN (3 2iY 2 Cules B o 3:UST el S ey W O
B B Sl (3l 2By ash) gt Bl (B G 25Ty A5
c Jolid) jolall (3 ol B ¢ elenn V) el B ks VS ey (SIS g (3l
OF iy cOpebs ) 05ial) Lyl 2l 2l QB 21531 (3 Jeladl dain Lo ) MUy
Garl M Ol STy cculdly g fadd) dast e e &l g olles
Slaw dpg colS gyl ad th\j (33 ) e CLA.:}\J ch}-\ Slelazg
Bldly 3l 88 Jlesl ppe Sy ) QB Y el oSS @ e
) 3Lzl o 55l s 1) Bl oy Jolad) AT ) plazs V1 3 gl



sl OF Coed) 1 a8 ¢(2008) pmll sleza V) ol 3 ks (3 32l jsladll



APPROVAL PAGE

The dissertation of Muthyaah Binti Mohd Jamil has been approved by the following:

Nik Nazli Nik Ahmad
Chairman

Nor Hafizah Zainal Abidin
Main-Supervisor

Norhayati Mohd Alwi
Co-supervisor

Zamzulaila Zakaria
Internal Examiner

Zubir Azhar
External Examiner

Hasnah Haron
External Examiner

Mohd Feham Md. Ghalib
Chairman



DECLARATION

| hereby declare that this dissertation is the result of my own investigations, except
where otherwise stated. | also declare that it has not been previously or concurrently
submitted as a whole for any other degrees at 1IUM or other institutions.

Muthyaah Binti Mohd Jamil

Signature ........ooooiiiiiiiii Date .......oooeviiiiiiiii



INTERNATIONAL ISLAMIC UNIVERSITY MALAYSIA

DECLARATION OF COPYRIGHT AND AFFIRMATION OF
FAIR USE OF UNPUBLISHED RESEARCH

UNDERSTANDING INTERNAL AUDITORS’ ROLES IN
ENVIRONMENTAL AUDITING PRACTICES: A COMPARATIVE
ANALYSIS BETWEEN ALPHA AND BETA

| declare that the copyright holder of this dissertation is International Islamic
University Malaysia.

Copyright © 2021 by Muthyaah Binti Mohd Jamil and International Islamic University of Malaysia.
All rights reserved

No part of this unpublished research may be reproduced, stored in a retrieval
system, or transmitted, in any form or by any means, electronic, mechanical,
photocopying, recording or otherwise without prior written permission of the
copyright holder except as provided below

1. Any material contained in or derived from this unpublished research may only
be used by others in their writing with due acknowledgement.

2. IIUM or its library will have the right to make and transmit copies (print or
electronic) for institutional and academic purposes.

3. The 1IUM library will have the right to make, store in a retrieval system and

supply copies of this unpublished research if requested by other universities
and research libraries.

By signing this form, | acknowledged that | have read and understand the
UM Intellectual Property Right and Commercialization policy.

Affirmed by Muthyaah Binti Mohd Jamil

Signature Date

Vi




-This thesis is dedicated to my parents and family member for laying the foundation of

what | turned out to be in life

vii



ACKNOWLEDGEMENT

All glory is due to Allah, the Almighty, whose Grace and Mercies have been with me
throughout the duration of my programme. Although, it has been tasking, His Mercies
and Blessings on me ease the herculean task of completing this thesis.

| am most indebted to my supervisors, Dr Nor Hafizah Zainal Abidin, Prof Dr
Nik Nazli Nik Ahmad, and Dr Norhayati Mohd Alwi, whose enduring disposition,
kindness, promptitude, thoroughness, and friendship have facilitated the successful
completion of my work. I put on record and appreciate their detailed comments, useful
suggestions, and inspiring queries that have made my journey a success.

| would also like to acknowledge the top management and staff members of
ALPHA and BETA for their significant contributions to the new discovery unravelled
in this thesis. I truly appreciate their continuous support, input, and patience to help me
during the data collection period. It is also my hope that this study will offer significant
insights to the practice.

This thesis would not be possible without the support from my colleagues at the
Graduate School of Business, SEGI University, and SEGI College Kuala Lumpur. They
have supported me in many ways to ensure that | complete this thesis. Thank you all for
your understanding and patience.

| wish my gratitude to my close friends, Hafizah, Haneesah and Azira, for
supporting me. Thank you for listening to my complaints. | would like to express my
gratitude to Haneesah’s mother, Dr Azmi Aminuddin, for guiding me on how | can use
case study as a tool for my research work. I would also like to thank Sr Syarifah, Sr
Saira, Sr Hayati, Sr Farizah, Sr Raedah, Sr Marsila, Sr Rohila, Sr Azalia, and Sr Aisyah
who are in this journey together. Thanks for consoling me through this journey. I send
my appreciation to all my friends whose names are not mentioned here, ‘thank you’ for
all your support, encouragement, and motivation towards my PhD completion.

| particularly extend my gratitude to my brothers, Mohd Fatkhy, Mohd Farahi,
and Abdul Mugsit, for their prayers and understanding. To Sr Azlina, Sr Nadhirah,
nephew, and nieces, thanks for your patience. Not forgetting all my family members,
especially my uncle Hazar Kamali Din and my aunty, Hanisah Abdul Razak, who have
been the driving force throughout this journey. | would like to express my special
appreciation to my sisters, Muslimah and Nur Annaty, for their guidance, support, and
patience in helping me to complete this thesis. Lastly, a garland of gratitude | offer to
my beloved parents, Mohd Jamil Bin Makhiddin and Noriati Ismail - your endless
support and reverent prayers for me afar had substantially sustained me up to this end.

Alhamdulillah...

viii



TABLE OF CONTENT

A 1] 1 - (01 PRSPPI i
ADSIFACE IN ATADIC ....cvviieecece ettt sre e nre e e s reenne e ii
APPIOVAI PAGE.....c.eieiiiiti e bbb \Y;
[ =Tod - =LA o] o USSR SSPRRTI v
COPYIIGNE PAGE.....e et vi
=T [ o= U1 o] o ISR vii
ACKNOWIEAGEMENT ... s viii
Table OF CONENT ... et e reesreene s iX
LSE OF FIQUIES ...ttt Xiv
TS 0 N I o] 1= SRS XV
List Of ADDIEVIALIONS .......cccveiiiiiic e e XVi
CHAPTER ONE : INTRODUCTION ....ocoiiiiiieiiiiiii e 1
1.1 Background OF THE STUAY .......ccviiiiiiiieiici e 1
1.2 Problem Statement ..........ooi et 4
1.3 RESEAICN ODJECTIVES ......viuiiiiieiiteiti sttt bbbt 5
1.4 RESEArCN QUESTIONS ....vviiiveiiiie ittt ettt et e st sb e e s beesbeesabeesbaesnbeesreesnras 5
1.5 Motivation Of THe STUAY .......cooiiiiiiiieee e 6
1.6 Theoretical FrameWOTK ..........cccveiieiiiiesieeie e sre e e 7
1.7 Research MethodOlOgY ........ccoiiiiiiiiiiiiie e 8
1.8 Significance 0f The StUY ........c.civ i 9
1.9 Organization 0f The STUY ..o e 11

CHAPTER TWO :THE ROLES OF INTERNAL AUDITORS IN

ENVIRONMENTAL AUDITING PRACTICES ..o 13

P2 0 1 oo [0 od o] o USSP SRR 13
2.2.Malaysian Public SECTOr AUCITING ......coovriiiiiiieieses e 13
2.2.1. Environmental Auditing Practices (EAP) in MLGS........ccccccevvvevicvieiieenneen, 17
2.2.2.1SO 14001: Environmental Management SYStem ..........ccccoovvverenireneennen, 18
2.2.3.1S0 19011:2011 Auditing Standard for Management System................... 21

2.3 Environmental AUditing PraCtiCes ...........coveviiiiiieneniseseeie e 23
2.3.1.Environmental Auditing Practice in the Private Sector.............ccccccvevveennnen, 23
2.3.2. Environmental Auditing Practice in the Public Sector............ccccccevivvenenn. 27
2.3.3. Stages of Environmental Auditing ProCess..........ccocvevivvivieiiieeniesiieeiee s 29
2.3.4.Gap OF the STUY ......ceiiiieiiece e 31

2.4 Roles of Internal Auditors in Environmental Auditing Practices. ...........ccccccveeuen. 34
2.4.1.0verview of Internal AUAITING .......ccooiiiiiiiiiee e, 36
2.4.2.The Role of Internal Auditors in Public Sector Auditing.............cccccevenenn 39
2.4.2.1 The Role of Development .........ccccoieiiiiiiiiiene e 39

2.4.2.2 The Role Of GOVEIMANCE .....ccoveiiieiieieeiesieee e 41

2.4.2.3 The Role of Performance Audit..........c.ccoovvviiniieninieneseeeen 45

2.4.4.4. The Role of Risk Management...........c.ccoceeririniinienieseenesie e 46

2.4.2.5. The Role of Environmental Auditing..........ccccocvvveverieniveseciiennn, 48



2.4.2.6. The Role of Public Sector Internal Auditors in Environmental

AUITING PraCtiCe.......ccciviiiieeceee e 49

2.4.3 Gap Of the STUAY .....ooeiiii e, 52

2.5. Chapter SUMMAIY .......covoiiiiieie ettt e e e e rearaesreenaeaneesreas 55
CHAPTER THREE: ROLE THEORY ...cooiiiiieitcteeeeeiee e 57
K T0 O 01 oo [0 od o] ISP 57
3.2. Overview Of ROIE THEOIY ...cocveeiecieiee e 57
3.2.1. Structural Role PErspectiVe ..........ccccviieiieiice e 59
3.2.2.Organisational Role PErspectiVve ...........ccocooviiiiiieicieeese e, 60
3.2.3.Interactionist ROIE PerspectiVe .........ccceiieiecie i 61
3.2.4.Cognitive ROIES PErSPECHIVE. ......ccveiiieiirierierese e, 63
3.2.5.Functional ROIE PerspeCtiVe .........cciviieiieiicc e 64

3.3. The Role Theory in AUGItING.........cccviiiiiiiieie e 68
3.4. Justification For Using Role Theory.......ccccveiiiieie e 69
3.5, Chapter SUMMAIY .......cooiiiiieieie et 71
CHAPTER FOUR: RESEARCH METHODOLOGY .....ccccoovniiiieiiniseseeieneens 74
g I Lo 0o [ Tox 1 o] o USSR 74
4.2 Ontology And Epistemology ASSUMPLIONS .......cceieeieerieiie e e 74
4.3 Interpretative Case STUAY ........ccocveerieierieieesii st 77
4.4 Case STUAY DESION ....oiveeiiiieie ettt te e reereens 78
4.5 Research Stages AN PrOCESS ..ot 80
4.6 Data CONECLION ..ottt 83
4.6.1.DocuUmMENt ANAIYSIS ....cooiiiiiiiiice e 84
4.6, 2. INTEIVIBW ...ttt ettt st ne e 85
4.6.3.Informal ODSEIVALION ......ccvviiiiiiiiieii et nnees 87

4.7 DAta ANAIYSIS ...veevicii ettt re e reanes 88
4.8 Trustworthiness Of ThiS STUAY .......cccooueiiiiiiiiiiii e 92
4.9 Chapter SUMMAIY .....coviiieiiiiee ettt be et et e ae e e sreeneens 94

CHAPTER FIVE : ENVIRONMENTAL AUDITING PRACTICES IN ALPHA

AND BETA oottt sttt re e ne e 96
S5.1INIHOTUCTION ettt r et nreas 96
5.2 Overview of Malaysian Local GOVErNMENT...........ccooeririnieiieiene e, 96
5.3 ALPHA: I1SO 14001 Malaysian Certified Local Government............c.cccooevvvennee. 101
5.4 Environmental Auditing Practices In ALPHA ... 104

5.4.1. AUt AULNOTILY ..ooovviiie e 104

5.4.1.1 Environmental Auditing Practice and Award Driven
CertifiCAtION ..o 104
5.4.1.2 Influence by the NGO Watchdog Group .........cccocevvreneninnniennienn, 106
5.4.1.3 Strategic Planning and 1SO 14001..........ccccceveeiiieevie v, 107
5.4.1.4 Succession P1anning of YDP ........cccooiiiiiiiiiiee e 108
5.4.2. Establishing the Audit Programme...........ccccoverenieneniesieneee e 109
5.4.2.1 Multilateral Preparation of Annual Work Plan............cccccceevvvenenn. 109
5.4.2.2 Arrangement of Quality OffiCer .........ccoocovviviiiiiiic e, 110



5.4.2.3 Creation of the Office of Internal Auditors .........cccoeeeeeeeeeeeeeeeeeenns 112

5.4.2.4 Training based on “Training of Trainers” Concept .........c..ccvvvrrvvrnns 113
5.4.2.5 Brainstorm Meeting among Internal Auditors............c.ccooveviienennn, 114
5.4.2.6 Preparation of ChecKIist..........ccccoeiieiiiiiiie e 115
5.4.3. Implementing the Audit Programme ...........ccccooeieieiiieninineseseeeeee 116
5.4.3.1 Release Notice of AUIT........ccoceriiiiiiiiiiie e 116
5.4.3.2 Compilation of Online Reports by the Quality Officer ................... 117
5.4.3.3 Performing Field AUdit...........cccooieiieiiceseee e 119
5.4.4. Monitoring and Reviewing the Audit Programme ............c.ccoovvovniiiieiiennn. 120
5.4.4.1 Cross Checking Information during Exit Meetings..............ccccve.... 120
5.4.4.2 Right to Explain by the Quality OffiCer.........c.cceovvviiiiiinieiiennn, 121
5.4.4.3 Meticulous Review of Audit Report by HAS..........cccocoiiieiiiiennn, 121
5.4.5. Improving the Audit Programme ............ccooviieiinineiese e 122
5.4.5.1 Collective Decision Making in Review Meeting..........c.cccceevevennen, 122
5.5 BETA: Mergers of Several District COUNCIl.............cooviiieiiiiienceceeee 126
5.6 Environmental Auditing Practices in BETA.........cccoiveiieieiecse e, 129
5.6. 1. AUAIT AULNOTILY ..oviiiiiiiiieeee e 129
5.6.1.1 Unresolved Previous Complaints............ccccoeevviieiienecie s, 129
5.6.1.2 Complaints Driven by Councillors ..., 131
5.6.1.3 Appointment 0f ACMC .......cccociiiiiieie e 131
5.6.1.4 Authority 0f the YDP.....c.coiiiiiiiee s 133
5.6.2. Establishing the Audit Programme............cccccoveveiieieevie s 134
5.6.2.1 Unilateral Preparation of Annual Work Plan.............cc.ccoevvinnnn, 134
5.6.2.2 One Discipline of the Internal Auditors.........ccccoccevevieiieieececiennn, 136
5.6.2.3 Training from Various AgGENCIES ........cceiueivirrerereieiiesienieseeeeeeeas 137
5.6.2.4 Crafted Audit Programme Based on Previous Audit Working

PADET ..o 137
5.6.3. Implementing Audit Programme..........ccccooieeiieiiiieiieiie e 138
5.6.3.1 Release Memorandum of Audit.........cccoceviveirnieniecin e, 138
5.6.3.2 Reviewing the Audit EVIAENCE ........ccoovvvviieiiiic e 139
5.6.4. Monitoring and Reviewing the Audit Programme ...........ccoccoovvvrvniinieennn. 140
5.6.4.1 Unilateral Discussion on the Audit Process Coverage..................... 140
5.6.4.2 Sole Power of the YDP in Exit Conference Meeting ............ccccueu... 141
5.6.5. Improving the Audit Programme ...........cccccceveeiiiiie i 141
5.6.5.1 Exclusive Decision Making by ACMC ........cccccovevievieicicsie e, 142

5.7 Assessment on The Flow Of Environmental Auditing Practices in ALPHA
ANA BETA .ot ettt bbbt r e re et 145
5.8 Chapter SUMMAIY .......coiiiiieieie it 147

CHAPTER SIX: ANALYSIS ON ENVIRONMENTAL AUDITING

PRACTICES THROUGH THE ROLE THEORY .....ccoocceviieiiieeeeee e, 148

LTI 114 oo 18 xR 148
6.2 Developing And Addressing The Expectations InN Eap ........cccoceeeviivneiiniennenn, 148
6.2.1 Characteristics of the Role Senders. ..........cccvvveiiiiiiei e 154
6.2.1.1 ROl AULNOTILY ....ooveiiiiiieicee e 155

6.2.1.2 Role’ of Set’s Latitude and Resources.........ccovvvvveviieiiiiiiiiviinineeennns 157

6.2.1.3 ROIES Of DIVEISITY ...ccvveiicieceec e 161

6.2.1.4 Member Variability..........ccoooiiiiiiiiiee e 161

Xi



6.2.1.5 EXpectation SrategiSt .........cccoveriririniiieieese e 162

6.2.2 Characteristics 0f FOCal PEISONS .........cccoviiiviiiiiiese e 163
6.2.2.1 RISK OFeNntation .........cccvieeiieieiie e 164
6.2.2.2 Achievement MOtIVAtION ..........cccooiiiiiiinieee e 165
6.2.2.3 POWEr MOLIVATION ...o.veeiiiiiiiee e 166
6.2.3 Characteristics of the Relationship between the Role Senders and Focal
PEISONS. ... 167
6.2.3.1 Relative Power and INFIUEBNCE .........cooviiiriiiiiee e 168
6.2.3.2 Interpersonal INteraction .............coovviriniieieieeee e 169
6.2.3.3 Task Interdependence ............cocevveieeieiie s 169
6.2.3.4 Interpersonal AtraCtioNns...........cccoveririeiieieiee e 171
6.2.4 Discussion on Developing and Addressing the Expectation in EAP......... 172
6.3 Establishing The Interaction Among The Internal Auditors In EAP................... 175
6.3.1. Annual Work Plan: A Platform of Constructing the Strategy................... 176
6.3.2. Audit Secretariat: A Platform of Collaboration..............c.ccocoviiiiiinnnnn. 177
6.3.3. Training: A Platform of Enhancing Knowledge ..........cccooeviiiiiicinenenne, 179
6.3.4. Letter of Audit or Memorandum of Audit: A Platform of Initiating the
PIOCESS ..t 181
6.3.5. Technology: A Platform of Gathering the EVIdences ..........ccccvvevevvennnne. 182
6.3.6. Exit Meetings: A Platform of DiSCUSSION..........ccccceeivevieiieie e 183
6.3.7.Review or ACMC Meetings: A Platform of the Improvement................. 186
6.3.8. Discussion on Establishing the Interaction Mechanism of The Internal
AUAITOIS TN EAP ..ot 188
6.4 Responding Internal Auditors To EAP Implementation..............cccccevveiieieenenn, 189
6.4.1. SNOWING the RESPECT ......eeiviiiiiei e 189
6.4.2. Contextualisation the Strategy........cccccvevieieeiicie i 190
6.4.3. DEVEIOPING TTUSE....cueiiiiiiiiieiieieee et 191
6.4.4. Application the Concept of Refereeing .........cccccevvevviieieeci e 193
6.4.5. GIVING RESPONSE.......uiiiiiiiiiiiiiiiiiii ettt 194
6.4.6. SeleCtiVe REPOITING .....ccooveiieeie e 194
6.4.7. Discussion on Responding Internal Auditors to EAP Implementation..... 196
6.5 Chapter SUMIMAIY ........ciieiiiieiie ettt reesre e re e e e 197
CHAPTER SEVEN : CONCLUSION .....coiiiiiiiiitiisieeeiee e 199
7.1.Summary of The STUY ......coooiiiii e 199
7.2 Theoretical IMPHCALIONS ........cccvieiiiiiciie e 203
7.3 Practical IMPIICALIONS. ........coviiiiiiieiisieseee e 205
7.4 Limitation of The Study and Recommendations for Future Research................. 207
REFERENGCES. ...ttt 208
N o] 1=] 1o | G PRSP U PR PT PP URUPPPRPIR 222
APPENAIX 2.ttt ettt e e reearre s 223
APPENGIX 3.ttt bbb 224
APPENTIX 4.ttt bbbttt a e nr e e nnes 226
N o] 0T a0 D TSR 227
APPENTIX Bttt ettt st nre e enes 228

xii



Appendix 7
Appendix 8

Xiii



Figure 2.1
Figure 2.2
Figure 2.3
Figure 2.4
Figure 2.5
Figure 3.1
Figure 3.2
Figure 3.3
Figure 3.4
Figure 3.5
Figure 3.6
Figure 4.1
Figure 4.2
Figure 4.3
Figure 4.4
Figure 4.5
Figure 4.6
Figure 5.1
Figure 5.2
Figure 5.3
Figure 5.4

Figure 6.1

LIST OF FIGURES

Malaysian government administrative structure
The flow of the management audit program
Linking literature to research objective 1

Linking literature to research objective 2

Linking literature to research objectives of this study

Basic concept of Role theory

Perspectives in the Role theory

Role episode model

Model of expectation enactment

Conceptual framework for this study

Link extant literature and theories

A network of basic assumption in research
Types of case study approach

Malaysian government administration hierarchy
Research design and process in this study
Thematic network

Steps on analysing the thematic analysis
The organization structure of ALPHA
Environmental auditing practices in ALPHA
The organization structure of BETA
Environmental auditing practices in BETA

Summary of overall analysis

Xiv

14
21
33
54
56
14
59
60
66
71
73
75
80
98
90
90
01

103

125

128

144

198



Table 2.1

Table 2.2
Table 4.1
Table 4.2
Table 4.3
Table 4.4
Table 5.1
Table 5.2
Table 5.3
Table 6.1
Table 6.2
Table 6.3
Table 6.4

Table 6.5

LIST OF TABLES

Differences between environmental monitoring and environmental
auditing process

Breakdown of Malaysian 1SO 14001 Certification Organisation
Classification of Local Governments in Malaysia

Breakdown of Local Governments in Malaysia according to State
List of sighted documents

List of interview session

Classification of Local Governments in Malaysia

Breakdown of Local Governments in Malaysia according to State
List of ISO Standards

List of role senders for EAP

Summary of roles played by Role Senders

List of focal persons for EAP

Characteristic of focal persons

Comparison of environmental auditing practices in ALPHA and
BETA

XV

19

19
99
100
84
87
99
100
102
150
153
153
155

164



ACMC

CIRD

CSD

DCIRD

DSWM

EAP

HAS

HIS

HELI

IAS

IAU

ISO

LD

MLG

MSD

MOA

NGO

NAD

RC

SGK

SGM

SWM

LIST OF ABBREVIATIONS

Audit and Corporate Management Committee

Corporate and International Relation Department
Community Services Department

Director of Corporate and International Relation Departments

Director of Solid Waste Management and Public Cleansing
Department

Environmental Auditing Practice

Head of Internal Audit Unit cum Secretariat
Head of the Internal Audit Section

Health and Environmental Linkages Initiatives
Internal Audit Section

Internal Audit Unit

International Standard of Organization
Licensing Department

Malaysian Local Governments
Management Services Department
Memorandum of Audit

Non-Governmental Organization

National Audit Department

Review Committee

State Government K

State Government M

Solid Waste Management and Public Cleansing Department

XVi



TCG

UNEP

usbh

WHO

YDP

Those Charged with Governance

United Nations Environmental Programme
Urban Services Department

World Health Organization

Yang Dipertua

XVii



CHAPTER ONE

INTRODUCTION

1.1 BACKGROUND OF THE STUDY
It was indeed a globally alarming concern when approximately 12.6 million deaths
among people were reported due to environmental-related diseases, including
respiratory diseases, malaria, and dengue (World Health Organisation [WHO], 2019).
Prior to this devastating report, both the United Nations Environmental Programme
(UNEP) and the WHO had released a joint report under the Health and Environmental
Linkages Initiatives (HELI) to serve as guidance for governments worldwide to
overcome environmental-related issues (WHO, 2017). The instrument that determined
the number of environmental risks, which was developed prior to this initiative, had
been embedded in the said report (WHO, 2017). Environmental risks are measured by
the proportion of the number of environmental-related diseases over the rates of
economic growth (WHO, 2017).

Dengue fever, for instance, is an environmental-related disease that has caused
death at an increasingly alarming rate on annual basis (WHO, 2008). In 2016, over 3.34
million cases of dengue fever were reported, in which 616,000 cases were fatal (WHO,
2019). In line with the global trend, the number of dengue fever cases in Malaysia has
been increasing as well. The Ministry of Health Malaysia had announced that the
number of dengue fever cases had increased sharply by 21.6% within a week between
30 April and 6 May 2017 (Fong, 2017). Therefore, a pressing need exists to uncover the

factors that have been contributing to this devastatingly increasing trend.



The escalating rate of dengue fever cases has been due to the weather and poor
management of cleanliness (Arumugam, 2016; Fong, 2017; WHO, 2019). Ravindran
(2019) asserted that poor cleanliness management starts with inefficient garbage
management process. Public awareness and participation have integral roles in
managing and are part of the responsibilities of the local authorities. The Malaysian
Health Deputy Director-General (Public Health), Datuk Dr Lokman Hakim Sulaiman,
urged the public and local governments to work in tandem to solve this uprising issue
(Fong, 2017). His opinion echoed that of the WHO (2019). As such, the activities
executed by the Malaysian local governments (MLGS) in providing support to this effort
should be identified.

The MLGs have initiated various community-based activities these past recent
years to eradicate environmental-related diseases (Fong, 2017; Ravindran, 2019).
Among the activities include distributing flyers, conducting games, and performing
fogging. The MLGs hold the authority to issue fines to the public upon failing to comply
with cleanliness regulation in their compound (Fong, 2017; Ravindran, 2019), despite
the authority is restricted to their respective territories only.

Upon being governed by state jurisdictions, MLGs refer to independent
organisations established in Malaysia (Othman et al., 2007). Each MLG has different
regulations despite deriving from the same state (Nooi, 1989). Stemming from the
varied regulations, each MLG has its own distinctive features. Despite this variance, all
MLGs share a common ground in terms of their authority to generate their own income
and to spend their own budget allocations (Nooi, 1989). Notably, the budget allocation
expenditure is limited to the benefit of the community.

The involvement of MLGs in combating the uprising dengue cases is in line

with the Local Government Act. The Act stipulates that the MLGs should maintain and



manage the welfare of the community (Local Authorities Ordinance 1961, 1961; Local
Government Act 1976, 1976; Local Government Ordinance 1996, 1996). Some of the
activities include maintaining public amenities, as well as social and environmental
matters (Parliament of Malaysia, 2009). Since they hold the power to manage their
funds, MLGs are responsible for ensuring that all activities meet their objectives.

In order to assess the achievement of their activities, the MLGs have set up their
own internal audit department. This effort was initiated in year 2004 when the Director-
General of Malaysia, through Treasury Circular No. 9, 2004, obliged the MLGs to
establish their own internal audit department. The primary function of this internal audit
department is to oversee the financial management of the MLGs (Ketua Setiausaha
Perbendaharaan, 2004). Later in 2013, the Ministry of Finance issued the Malaysia
Treasury Circular PS3/1 2013, which extended the role of the internal audit department
to oversee the monitoring process of the operations within the organisations
(Perbendaharaan Malaysia, 2013).

One primary responsibility of the MLGs is maintaining the environment by
organising a range of environmental programmes. Therefore, the internal audit
department perform auditing for all the related environmental programmes. This
auditing process is called environmental auditing practices (EAPs). The literature
depicts that EAP is a crucial component in monitoring environmental-related
programmes (Hariz & Bahmed, 2013; Oviir, 2012; Viegas et al., 2013).

In order to facilitate the process of EAP implementation, some MLGs have
adopted a standard published by the International Standards Organisation (1SO),
particularly 1SO 14001. The ISO 14001 refers to a standard in managing environmental
management systems (SIRIM QAS International Sdn. Bhd., 2017). This deployment

had led to various settings for EAPs across different MLGs. This has certainly raised



question about the differences in EAPs between MLGs with 1SO 14001 certification

and non-1SO 14001 certified MLGs.

1.2 PROBLEM STATEMENT
A range of environmental issues, including the rise of dengue cases and poor
management of wastage, have been widely reported, which signify poor monitoring
work performed upon the environmental programmes initiated by the MLGs in
Malaysia (Fong, 2017; Idris, 2017; Utusan Malaysia, 2017). Even the Malaysian
National Audit Department (NAD) (2015) has highlighted the occurrence of
environmental issues in its report. Buang (2007) mentioned that the EAPs in MLGs
were conducted based on the five-year interval due to the high number of auditees,
shortage of internal auditors, and time constraint. Hence, the responsibility to conduct
EAPs is determined by the respective MLGs (Buang, 2007). Similarly, the Department
of Environment (DOE) (2011) outlined that the EAP was largely performed by ISO
14001 certified companies and multinational companies, which were audited by
corporate environmental auditors. Those companies constituted less than 10% of the
manufacturing companies across Malaysia. The absence of uniform EAP for MLGs
(Soh & Martinov-Bennie, 2015; Maltby, 1995) had compelled the internal auditors in
MLGs to draft their own guideline for EAP, thus vastly differing in accordance with
respective MLG jurisdiction. For instance, some MLGs had adopted ISO 14001 - a
standard that manages environmental system (SIRIM, 2017), while others adopted other
different EAPs. Moreover, exploration on the implementation of EAPs by MLGs across
Malaysia in practical reality is in scarcity.

The roles of internal auditors are mostly guided by the objectives outlined within

the internal audit practices (Soh & Martinov-Bennie, 2015; Taminiau & Heusinkveld,



2017; Northcott & Chiang, 2012; Yusoff et al., 2016). The roles of internal auditors
have kept evolving from year to year (Cook, Bommel, & Turnhout, 2016; Yusoff,
Mohamed, & Hadi, 2016). The evolution of the roles of internal auditors depends on
how the internal auditors construct their roles in EAP (Cook, Bommel, & Turnhout,
2016; Bardati, 2006; Kraus & Platkus, 2007), which is largely driven by the
expectations of the stakeholders for internal auditors; either to provide consultancy or
assurance services (Maltby, 1993). Besides, only a few studies have assessed how

internal auditors construct their roles in EAP.

1.3 RESEARCH OBJECTIVES
The research objectives outlined for this study are as follows:
1. To explore the implementation of EAPs in ALPHA and BETA.
2. To determine how internal auditors in ALPHA and BETA construct their roles

in EAPs.

1.4 RESEARCH QUESTIONS

The research objectives raised the following main research questions:

1. How do ALPHA and BETA implement their EAPs and how does the
implementation process of EAPs differ?

2. How do the internal auditors construct their roles in EAPs for ALPHA and BETA?
a) How are functional expectations developed in EAPS?
b) How do the internal auditors interact with the other internal actors in EAPS?

¢) How do the internal auditors respond to the implementation of EAPs?



