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CHAPTER ONE

1.1
INTRODUCTION


The first and top most objective or purpose for the establishment of any business is profit making or maximization of profit. All companies whether sole, joint or limited liability are governed by accounting principles to ensure survival through improved profitability with records been kept to ensure that working capital is differentiated from the profit made or loss sustain.


Accounting information is any data or information obtained from the accounting system of a firm whether contained in a financial statement, a special report, or verbal statement. Accounting information refers to written information contained in a complete or partial financial report balance sheet or profit and loss account or fund flow statement (Oyerinde, 2011).


Boards of directors are responsible for accounting for the daily activities in organizations and rendering proper stewardship on how the financial resources of the shareholders were managed. Towards this end, shareholders, at Annual General Meetings, appoint an external auditor to provide assurance services that the financial statements prepared by management represent the underlying financial transactions of the organization for the period covered. The reality facing stakeholders of financial reporting is that corporate financial reporting failures have been on the increase especially in the past decade (Adeyemi, Okpala and Dabor, 2012).


To ensure a continued existence of the business by avoiding to collapse through bankruptcy and unimagined loss, auditing of the various financial books is carried out (Solomon, 2012).


Auditing as it is known today is an independent examination and investigation of the evidence from which a financial statement has been prepared with a view to enable the independent examiner to report whether in his/her opinion and explanation and according to the best of the information and explanation obtained the financial statement is properly dawn up, and gives a true and fair view of what its shows and if not, to report in what respect he/she is satisfied (Olashore, 1983).


Thus, an auditor serves as an independent body to verify acclaimed statement of financial report submitted by the management team. In furtherance of this, the principal responsibility of an auditor could be to carryout examination and investigation into the business and records to express an informed opinion, issuance of the auditor’s report which conveys to users of the financial statements the auditor’s opinion as to the truth, and fairness and dependability of the financial statement. An auditor could be an internal auditor or external auditor. 


Generally, internal and external auditors may conduct audit into the operation of a company. The internal auditors are the employees of a company who are appointed by the management to carry out audit of the day to day affair of the company as part of the internal control system (Alabede, 2012).


In societies marked by divisions of expert labour, internal auditing is promoted as a trust engendering technology with the capacity to promote a certain kind of social order (Power, 1999). Accountants as auditors have cemented their status and privileges on the basis of claims that their expertise enables them to mediate uncertainty and construct independent, objective, true and fair accounts of corporate affairs (Sikka, 2009).


Unegbu and Obi (2007) defined internal audit as part of the internal control system put in place by management of an organization to ensure adherence to stipulated work procedure and as aid to management. According to Unegbu and Obi (2007) internal audit “measures, analyses and evaluates the efficiency and effectiveness, control established by management in other to ensure smooth administration, control cost minimization, ensure capacity utilization and maximum benefit derivation.


It is therefore imperative to state that the importance of auditing in organizations cannot be over emphasized especially the profit making ones as Arens, Loebbecke, Iskandar, Susela and Isa (1999) noted that fraud is potentially harmful and leads to loss of assets. Auditing has become a major tool of recent in corporate organizations to reduce frauds, check errors, correct such errors, and ensure the health of the organizations financial statement. Jafar, (2008) sees auditing as obtaining reasonable assurance that misstatement arising from fraud and error that are material to the financial statements are detected. In his opinion, frauds are accounting records or documents that are purposefully manipulated falsified to alter and are capable of causing materially misleading financial statements.


Thus, it is therefore important that external auditors take serious honestly in their responsibility to consider fraud or error during the audit of financial statement. In order to reduce this menace banks here continue to set up their internal control system and structure as well as engaging in the service of both internal and external auditors with reputation as it is hoped that this will have the significant effect of reducing fraudulent practice in the banking industry.


However, despite these veritable instrument banks have continued to loss huge amount of money to the fraudulent activities of bank staff and customers. NDIC (2004) report shows that over 943 number of fraud cases was reported in 2001 while N11, 243.94 Million was involved with an actual loss of N903.60 Million by 2002, 796 number of fraud cases was reported while the amount involved increased to N12,919.55 Million which are actual loss increasing to N1,299.68 million. It was also reported that between 1996 and 2004 over 44banks were in distress while half of these banks went into liquidation before and December 2004 (Donli, 2006). This therefore raises the question of how effectively internal audit and control have been utilized by banks management.


This study therefore attempts to take a further in-depth look at the importance of internal auditing and the role of internal auditors in ensuring maximization of companies’ objectives.

1.2
STATEMENT OF THE PROBLEM


It is instructive to know that many companies’ staffs and board members have different reasons for joining various organizations. Many have the intention of working for a short time in the industry (get whatever they could and find another job that is less demanding and more lucrative). Some are in the industry because of their own purpose and what the company stands for while others are there to enrich themselves by fraudulent means. Also businesses are always prone to errors that may be disastrous and lead to huge financial loss which thus brings to fore the relevance or importance of external auditors.


Internal auditors are expected to carry out their task without favour and ensure that the financial statement presented to them reflects the true nature of what is presented as this will not only improve the profit performance of the company. It will also increase the market value of the company especially limited liabilities companies where various interests are considered. Window dressed accounts raised concerns in the USA with the collapse of the energy corporation ENRON in 2001. The company filed for the bankruptcy after adjusting its accounts. WorldCom, Global Crossing and Rank Xerox are other companies in the USA with similar problem. In Italy, Parmalat failed in 2003 when it engaged in accounting scandals worth 8billion Euros (Demaki, 2011; Norwani, et. al., 2011). In New Zealand, Allied Nationwide Finance failed in September 2010 while N2F money became bankrupt in January, 2011 (Lianne, 2011). Nigeria has had its own share of financial reporting failures with the problems in Cadbury Nigeria Plc in 2006; Afribank Nigeria Plc faced problem of financial reporting in 2009; Intercontinental Bank Plc (2009). These problems have questioned the potentiality of internal auditing in achieving management objectives especially in the area of long term survival of the business and profit maximization.


Internal auditors are expected to carry out their task without favour and ensure that the financial statement presented to them reflects the true nature of what is presented however, the case of the Nigerian banking industry has shown managers conniving with auditors to defraud the banks while regular staff such as the cashiers and loan staff have also influenced auditors at ensuring that auditing process are manipulated to conceal theft thus leading to consistent financial loss to the banks.


This study is therefore aimed at investigating extent internal auditing has been used to checkmate fraud and what role internal auditors have played and their challenges as well.

1.3
RESEARCH QUESTIONS


The following questions have been raised to guide the study.

1.
To what extent does internal auditing improves the profit performance of organizations?

2.
To what extent can internal auditing be used in improving asset quality of banks?

3.
Does internal auditing significantly influence firms capital base?

4.
What are some of the associated problems facing an internal auditing in Nigeria?

1.4
OBJECTIVES OF THE STUDY


The main objective of this study is to examine auditing as a way of reducing in fraud banks and other financial institutions. Other objectives of this study are to:

1.
Assess the relevance of internal auditors in improving the profit performance of organizations.

2.
Determine the extent internal auditing can be used to improve asset quality of firms such as banks.

3.
Find out if internal auditing can be significantly influenced to firms capital base.

4.
Highlight some associated problems facing an internal auditing and control in Nigeria.

5.
Make recommendations based on findings from the study.

1.5
RESEARCH HYPOTHESES


The following research hypotheses have been constructed based on assumptions on the theory underlying the subject matter and are presented in their null form.

Ho:
Internal auditing does not significantly reduce fraud rate in First Bank of Nigeria Plc 

Ho:
Internal auditing does not significantly reduce fraud rate in First Bank of Nigeria Plc 
Ho:
there is no relationship between the qualification and experience of the auditors and fraud diction in selected firms in Nigeria. 
1.6
SIGNIFICANCE OF THE STUDY


The study has the following significance:

1.
First of all, this study is aimed at enlightening the society on the function and activities of internal auditors as well as their unique difference from external auditors.

2.
It will enlighten corporate organization on the importance of auditing and internal auditors in reducing the cases of fraud, errors and manipulations. 

3.
It will enlighten corporate organization on the mechanisms needed to improve the atmosphere for internal auditors to carry out their function properly based on the findings.

4.
Findings make in the study will enlighten the various governments on ways to give more power and responsibility to auditors to ensure fair financial reports to the various sectors are presented to reduce cost of governance.

5.
Finally it will add to existing body of knowledge when successfully completed.

1.7
LIMITATIONS OF THE STUDY 


The study was however, faced with some constraints which serves as limitations and they include;

i.
Cost: cost associated with transportation from the various branches of the banks to obtain necessary data as well as in gathering materials needed to enrich the work serves as constraints to the study.

ii.
Time Factor: Limited time was available to successfully carryout the research study which is done to the existing curriculum of most tertiary institutions in Nigeria where research are came out within a semester or a time frame usually less than a year.

1.8
DEFINITION OF TERMS 

AUDIT: In modern sense, an audit is an process (carried out by suitable qualified auditor) whereby the account of business enterprises including limited comprises, charities, trust and professional firms are subjected to scrutiny to form an opinion as their accuracy, truth and fairness. This opinion is imbedded in an “audit profit” addressed to those interested parties who commissioned the audit, or to whom the auditors are responsible undertake.
AUDIT TEST: Test is carried out in the process of auditing to determining the trueness and failure of the transaction.

AUDIT EVIDENCE: This is obtained by carrying out audit tests.

COMPLIANCE TEST: These are those tests which seek to provide audit evidence that internal control procedures are being applied as prescribed.

EFFECTIVENESS: This is the degree to which predetermined objective of target is meet.

ENQUIRY: Seeking relevant information from knowledgeable persons inside the enterprises whether formally or informally.

COMPUTATION: Checking the arithmetical accuracy of the accounting records or seeking independent calculations.

INTERNAL AUDIT: This is an independent appraisal function within an organization for the review of system and the quality of performance as a service to the organization. It objection is to examine adequacy and internal control as contribution of the proper economic efficient and effective use of resources.

INTERNAL CHECK: This is an aspect of internal control which is exclusively concerned with the prevention and detection of errors this involve the arrangement of book keeping and other clerical duties in such away as to ensure (1) that no signal fraud is encountered from its beginning to its conclusion by only one person (2) that the work of each clerk engaged upon a task is subject to an independent check in the source of another duties.

INTERNAL EVALUATION QUESTIONNAIRES: This is list of question designed to get specific information about a particular item.

ORGANIZATION CHART: This is pictorial presentation of level of authority and such that no person is responsible for the recording the processing of a complete transaction.

SUBSTANTIVES TESTS: These are the test of review, which seek to provide evidence as to the competence accuracy and validity of information in the accounting records in the financial statement.

1.8
PLAN OF THE STUDY


The work is structured into chapters and consists of five chapters.


Chapter one is the background to the study, statement of the problems, purpose of the study, research questions, research hypothesis, significance of the study, limitations and organization of the study.


Chapter two is the Literature review which focuses on the objectives of auditing, concept and conventions underlying the practice of auditing, an internal auditor and his responsibilities, the concept of auditing as a tool for enhancing profit and management decision making, regulations governing the activities of internal auditors in Nigeria, challenges of internal auditors in Nigeria problems associated with auditing in Nigeria.


Chapter three explains research methodology, this research attempts to conduct some survey on the roles of auditing as a way of reducing fraud in banks and other financial institution in an organization goals and objectives. This chapter deals with the research method used in the collection of data for the study. It described in details the research method used for collecting data that will be analyze to arrive at the conclusion in this research work. The purpose of chapter is to assist any researcher in following the thread. Every research project conducted scientifically has a specific framework for controlling data collection, this framework is research design. Its function is accurate and economical.


Chapter four is the presentation and analysis of data.

Chapter five entails summary of findings, conclusion and recommendations.

CHAPTER TWO

2.0
LITERATURE REVIEW


Salameh, Al-Weshah, Al-Nsour and Al-Hixain (2011) examined the impact of internal audit structures and perceived effectiveness of fraud prevention in Canada using t-test. Based on their findings they concluded that fraud could be prevented with effective internal audit units. Arivid and Cornelia (2012) assessed the impact of fraud prevention on bank – customer relationships” using least square method and discovered another dimension to the issue of fraud when they found a positive association between customer familiarity with and knowledge about fraud prevention and the quality of customer relationship as a measured of satisfaction, trust and commitment. 

Linder Bresster (2010) investigated the role of forensic accountant in fraud investigations; importance of Attorney and Judge’s perception and concluded that training of auditors is important for fraud prevention. He argues that this will make them to become experts in fraud prevention. However, Chen, Fifth, Gao and Rui (2006) assessed the ownership structure, corporate governance and fraud in China using table and percentage. They concluded that a large number of outside directors contributed to financial statement fraud. The large proportion of outside directors would be helpful in monitoring the firm’s activity to reduce fraud. 

Reinstein, Moehrlr and Moehrlr (2006) adopted Kohlberg Model in their work to investigate crime and punishment in the market place. Accountants and Business executives repeating history and concludes that financial statement fraud begins with financial and morale problems in the banks but Zhang, Zhou and Zhou (2007) disclosed in their study on audit committee quality, auditor independence, internal control of the industry. In addition to the competence of the audit committees are also expected to be independent in overseeing the bank’s internal control. The audit committee is also responsible for ensuring that management does not engage in fraudulent conduct.

Agyei, Kusi-Aye and Owusu-Yeboa (2013) assessed Audit Expectation Gap in Ghana using regression analysis and found that there exists expectation gap concerning auditor’s responsibility relating to fraud detection and prevention. The work corroborates Bogdanoviciute (2011) who empirically examined audit expectation gap. The case and Lithuania and Saeidi, (2012) who empirically examined audit expectations gap and corporate fraud in Iran. Fadzil, Haron and Jantan (2005) assessed internal auditing practices and internal control system using t-test statistic. They discovered that the professional proficiency of internal audit function on fraud detection.

Zacharia, Jerry and Danjuma (2012) examined the adequacy of external auditing on fraud in Nigerian commercial banks. The study was done using analysis of variance and they found that external audit is not adequate in detecting fraud. Adeoti (2011) appraised the impact of Automated Teller Machine (ATM) on frauds in Nigeria using chi-square and discovered that bankers and customers have roles to play in curtailing fraudulent act in our banks. He established that ATM helps in preventing fraud. 

Kabir (2009) evaluated the role of forensic auditing in combating fraud in the Nigerian banking sector using main Whitney U-Test. The study revealed the need for modifying regulatory framework in Nigeria by using macro environmental forces such as regulatory and legal pressure on auditing profession to be more responsive for fraud detection in financial statements.

Uchenn and Agbo (2013) assessed the impact of fraud and fraudulent practices on the performance of banks in Nigeria. The study adopted multiple regression method and from the finding it was established that fraudulent activities inflict severe financial difficulties on banks which affects the amount of money available for economic development. Oyinlola (2010) investigated the role of auditors in fraud detection, prevention and reporting in Nigeria. The employed table and percentage discovered that the respondents are very concerned about the problem of fraud and that the duty of auditor is fraud detection.

2.1
CONCEPTUAL FRAMEWORK

2.1.1
Banking 


Banking represents the means and methods through which funds are obtained, controlled, allotted and used (Civhureanu, Baltes & Brezai, 2009) a bank can be associated with a financial service conglomerate which is able to provide basic financial services and other functions within the economic, political, legal and international environment that determines its profit and expansion opportunities, interest rates, exchange rates and the particular resources a bank need (Driga, 2006). The efficiency and effectiveness of the banking system is a key determinant of the economy growth of a nation (Dura & Driga, 2015). The existence of an effective banking industry is a panacea to growing any nation’s economy. The pivot of any economic development is the financial sector through its creditable roles in intermediating funds/capital from the surplus units to deficit units. These two laudable and reliant functions bring the banks face to face and in contact with the public who come to obtain their services.


However, the roles of mobilizing deposit (surplus) and directing such deposit to the deficit sectors of the economy makes DMBs to attend to a large number of customers who they may not, most of the time, personally know, or whose identity may not be immediately known to the banks. This shows that banks may not be familiar with the true identity of these customers all of whom either have genuine/honest or fraudulent intentions (Dimejesi, 2014).

2.1.2
Fraud


The terms “fraud” has received attention and different definitions from different scholars, researchers and authors. What is very peculiar to the definitions is that the concept has been associated with embezzlement, financial misstatement and misappropriation, extortion, illegal amassing of wealth through dubious means, act of deception, bribery, false representation theft, concealment of material fact e.t.c. According to Adeyemo (2012), fraud is defined as “any illegal act characterized by deceit, concealment or violation of trust. These acts are not dependent on the application of threat or violence or of physical force. 

On the other hand, Mutesi (2011) defined fraud as any premeditated act of criminal deceit, trickery or falsification by a person or group of persons with the intention of altering facts in order to obtain undue personal monetary advantage. 

Osisioma (2013) defined fraud as all the multifarious means which human ingenuity can devise and are resorted to by one individual to get any advantage over another. It includes all surprise, trick, cunning, dissembling and unfair ways by which another is deceived. Fraud covers a plethora of corporate crimes like embezzlement, larceny, theft, misappropriation of assets, among others. Penny (2002) explains fraud as an illicit financial gain for the fraudster or loss for the victim while Mahida (2012) introduces a different concept to the definition of fraud. He argues that the menace occurs as a result of a person in position of trust or accountability who advances his own personal interests at the expense of the public interests through digressing from the set standards and roles.

2.1.3
Types of Fraud


Fraud in the banking is varies widely in nature, character and method of perpetration. Olaoye, Dada and Adebay (2014) categorize perpetrators into three namely: management of the banks (otherwise referred to as management fraud), insider (employee), outsider (customers and non-customers) and insider/ outsider. These are explained thus: Management fraud is a kind of fraud frequently committed by management staff of a reporting entity, which comprises the director, general manager, and managing directors to mention but a few. As management fraud is normally committed by persons in positions of trust, they have the authority to override internal controls (Singleton, Bologna & Lindquist, 2006).


According to Ahmed et. al., (2014) the category of victims of management frauds are investors and creditors, and the medium for perpetrating the fraud is financial statement. Insiders/employees frauds are the frauds perpetrated by the employees of the bank or organization is also known as non-management fraud. According to Olaoye (2009) it is the fraud perpetrated to the detriment of the organization and generally it is for the direct or indirect benefit of an employee.


Boniface (1991) identifies some of the typical manifestations of employee’s frauds in the banks to include: cash thefts from the tills by bank’s staff, forging of customer’s signature with the intentions of illegal transfers could be made and false balance credited, lending to fictitious borrowers effected through fictitious accounts opened at a branch, claiming of overtime for hours not worked, suppression of cash/cheques, fund diversion and computer fraud. Outsider’s fraud is frauds perpetrated by customers and non-customers to the detriment of the banks. This class of fraud as describe by perspectives on the Nigerian financial safety-net (NDIC 2009) includes: advance fee fraud (“419”) that usually involves an agent approaching a bank with an offer to access large funds for services purportedly rendered or contracts executed. 

According to Olaoye, et. al. (2014), the collaboration of an accomplice is sought through the agent who must receive a fee or commission “in advance”. As soon as the agent collects the fee, he disappears, and the funds never get to the bank. This is popularly known as “419” in Nigeria. 

Lastly, outsiders/insiders fraud, this is the types of fraud committed by outsiders (customers/non-customers) of the bank with the effort of an insider (bank staff). For this type of frauds to be successful, there must be an insider providing necessary information and other logistic in secret (Olaoye, et. al. 2014).

2.1.4
Causes of Bank Fraud 


NDIC (2009) groups the causes of bank fraud into three namely; institutional, social and individual. Institutional factors are conditions unconsciously created by institutions that allow fraud to flourish. In such institutions, a lot of loopholes are allowed to exist which fraudsters easily identify and exploit to commit their acts. 

Olaoye, Dada & Adebayo (2014) highlighted here under the common institutional causes of fraud: inadequate internal control, inexperience of staff/inadequate staff training, employment disaffection, poor management, banks reluctance to report fraud due to the perceived negative publicity or image from the public, inadequate training and re-training, failure to engage in regular call over, employees refusal to abide by laid down procedures without any penalty of sanction, automation and computerization and disregard to known your customer (KYC) rules. 

Social factors such as societal values, placing of high value on accumulation of wealth by the society without regard for the source, promotion of nepotism in office where by only those with people in “high places” or high deposit or people who have relations or people holding sensitive political positions are favoured, there by placing less emphasis on professionalism, poor economy and show legal process are part of social factor that influence fraud (Olaoye, et. al. 2014; Akindele 2011 & Adewunmi 1996); Individual factors are factors that are peculiar to the individual and may encourage him to live a fraudulent life. These factors include: Biological make-up e.g. poor moral upbringing, criminal background, insatiable appetite for adventure criminal or otherwise, wrong choice of friends or mentors, crime fathers, friends or parental influence to slow down investigation and weak mind.

2.1.5
Auditor Roles


According to Babatunde Awe (2002), Oladipupo (2005); Auditor is an independent person appointed by the shareholders to examine the records and financial statements of an organization for the purpose of forming an opinion on the accuracy and correctness of the financial statements. When planning and performing audit procedures and in evaluating and reporting the results thereof, the auditors should consider the risk of material misstatements in the financial statements, including those resulting from fraud or error.

2.1.6
Objective of an Audit


The main objective of an audit of financial statements is to enable the auditor to express an opinion whether the financial statements are prepared, in all material respects, in accordance with an reporting framework and that the financial statements give a true and fair view or present fairly, in all material respects of the financial results and state of affairs of the client entity (Babatunde, 2002) user cannot assume that the opinion is an assurance as to the future viability of the entity nor the efficiency or effectiveness with which management has conducted the affairs of the entity.


The subsidiary objectives are as described by (Awe, 2005, Oladipupo, 2005 and Babatunde, 2002): to detect errors and fraud; to prevent errors and fraud; and to help the client to improve upon his accounting and internal control systems. It must be emphasized that audit is not designed to detect errors, fraud and significant weaknesses in the client’s systems but the audit work should be carried out in such a manner as to e able to expose errors, frauds and weaknesses (if they exist). In accordance with ISA 200, the auditor shall maintain professional skepticism throughout the audit, recognizing the possibility that a material misstatement due to fraud could exist, notwithstanding the auditor’s past experience of the honesty and integrity of the entity’s management and those charged with governance. (Ref: Para. A7-A8). 


Auditors shall be responsible for the following: prevention; though, it is not the auditor’s function to prevent fraud and error, the fact that an annual audit assignment is carried out may create fear in the heart of the fraudster, hence, act as a deterrent.


Risk Assessment: risk assessment is the process of assessing, understanding and managing risks that the entity is inevitably subject to in attempting to achieve its corporate objectives (CIMA, 2005). When planning the audit, as stipulated in International Standard on Auditing (ISA 315 and SAS No.82), an auditors should assess the risk that fraud or error may cause the financial statements to contain material misstatements ISA 315. 


Though, Porter (1977) concluded that the primary objective of an audit in the pre-1920 was to uncover fraud. However, according to Oyinlola (2010) the primary objective of an audit had changed to verification of accounts and expression of opinion on the financial statement. This is most likely due to the increase in size and volume of companies’ transactions which in turn made it unlikely that auditors could examine all transactions. The existence of a fraud risk assessment and the fact that an auditor is articulating its existence may even deter would-be fraud perpetrators (IIA, AICPA, & ACFE).


Furthermore, Oyinlola (2010) claims that auditors are required to be more proactive in searching for fraud during the course of an audit assignment their duties now include considering incentives and an opportunity presented to potential fraudsters as well as rationalizations that the fraudulent act is justified. Auditors are also expected to inquire more closely into reasons behind such matters as, for example, errors in accounting estimates, unusual, transactions that appear to lack business rationale, and a reluctance to correct immaterial errors discovered by the audit. Detection: Based on their risk assessment, according to ISA 330, the auditors should design audit procedure so as to have a reasonable expectation of detecting misstatements arising from fraud or error which are material to the financial statements. 

The auditors seek sufficient appropriate audit evidence that fraud and error which may be material to the financial statement have not occurred or that, if they have occurred, the effect of fraud is properly reflected in the financial statements or the error is corrected. Therefore, auditors shall report the fraud detected to those saddled with entity governance on time. He shall also report to those charged with the governance of the entity and any other matter related to fraud (Babatunde, 2009). Auditor shall report to: members to the company, management of the company, and third parties.

2.1.7
Long or short term liabilities.


These are financial obligation of an organization that is recognized liabilities are said to be long when the obligation last for more than one year. While short liabilities are considered to have less than one year obligation from the balance sheet date audit procedure for a short term liabilities.

i.
The auditor should ensure that all liabilities on the book are properly valued.

ii.
The auditor should ensure that all liabilities of material nature are properly disclosed.

iii.
The auditor should ensure that all liabilities are properly classified and presented on the balance sheet. This is to ensure that long and short term liabilities are not matched together.

iv.
The auditor should ensure that payment procedure of liabilities is in harmony with internal control system of an organization.

a.
Initial authorization 

b.
Issuance of obligation 

c.
Consideration received.

d.
Payment compliance.

2.1.8
Auditors Independence 


Independence is very important in the conduct of an audit and for the acceptance of the auditors work. The auditor must not only be independence but must be seen to be independence, professional bodies have issued statement code of conduct which outline the relationship which can be broadly group into the followings.

1.
The relationship bases on fess should not be more than 15% of the total income.

2.
Personal relationship “family” has no need to exist within the principal and the client company.

3.
Mutual business or to be beneficial shareholder of the client company, loans to and for client or commission and the acceptance of indemnity.

4.
Conflicts of interest with clients acting for competing client, auditing two clients in dispute being an officer or employee of clients and providing other service. It is working to more that the auditor is but expected to subordinate his opinion to that of his client and he must be seen to be independent from the control of management bodies.

2.1.9
Certain Degree of Credibility 


The auditor should know when to speak when to be silent, how to talk and write down what is necessary. He should be courageous to face any situation talent to be firm yes diplomatic, he should be able to see beneath and beyond the surface perceptivity not only for what has happened but also for what may happen consistence to avoid errors. These and other attributes and qualities which must be inherent individual auditor.

2.1.10 Efficiency of the Auditor

1.
For the auditor to give a candid opinion on the financial statement presented to him implies a thorough checking at all transaction giving rise to the statement accounting to Ackan Nyamike 1978” to achieve an effective auditing in any organization certain factor must exist”.

2.
The scope and adequacy of the auditor’s power this scope of audit may be limited in several ways, by the type of audit to be conducted (e.g. financial compliance) etc. by that extent of information to which the auditor has access for the purpose of his audit. 



Normally legislation defines the type of audit and the institutions to which it is to apply, leaving to the auditor the general power dealing what information and explanation that are necessary for the purpose of his audit. Thus means that the managers of the audited entity cannot limit the scope of the audit.

3.
The freedom of operation and reporting the auditor should be able to operate and have access to all relevant documents Kolade Oshisami and Peter Mclean noted that it is important that an auditor should have the right to report his finding publicity and gives the necessary guarantee of independence needed for the efficient performance of his duties.

2.2
THEORETICAL FRAMEWORK


Auditing as been summarized as an act of checking or verifying whether proper books of account and relevant records are kept in accordance with laid down rule of the profession. Nyanike (1985) maintain that, auditing is the yardstick for efficiency accountability in an organization. This will enable the organization to know how far it has gone achieving it set goal.


Richinle (1982) maintain that the auditor responsibility for fraud detection relate not to as specific degree of responsibility but rather to a desire standard of care when conducting an audit. Thus, a central them of the commission’s recommendations is that the higher on auditor’s degrees of care, the more likely he/she is likely to detect client error or irregularities.


Richinter Daniel, N. Auditing concepts and standard (south western publishing company USA 1982) page 145. Matrix and Saharat (1961) maintain that auditing is analysis not constructive, it is critical investigation, concerned with the basis for investigation. Measurement ascertain auditing emphasize proofs the support for financial statement and data. Thus auditing has its principal roots, not accounting which it review but in logic or which it learns likely for ideas method.


The concise Oxford Dictionary of English, sixth edition edited by J.B. Skyes defines fraud as “criminal deception of false representations to gain advantages dishonest article or trick” fraud is the quality or disposition of being deceitful, unfaithfulness and insincerity.


Fraud, a word very common among the Nigeria populace is an umbrella word under which many indictable acts take shape. Under the “umbrella” we find out such as forgery, falsification of records embezzlement, stealing but to mention a few.


It should be remembered that fraud usually commences with a “barrowing” for a short period and that the deciding factor when a fraud is under consideration by a potential wrong doer in the assessment of discovery. Knowledge that detailer do get could prevent many from defecation. It is necessary therefore to classify the different forms that fraud can take. There are three broad classifications.

1.
Those which involve the unlawful taking from another possession, or the unlawful appropriation of properly by a person to whom it has been entrusted.     

2.
Manipulation of figures which involves the accounting for sums either lesser or greater than actually received depending on the objective of the fraudulent party.

3.
Forgery, which involve the falsification of document and or signature.

All those frauds can take place any time same are within the officers of most organization but how long they will remain undetected depends largely on the internal checks and the efficiency of the audit. Nature and classification of auditing theory. The word auditing is described as a systematic examination of financial statement its record and related operation to determine adherence to generally accepted accounting principles, management principles, management policies state requirements.    

An audit may be defined as “an independent examination of the books accounts or vouchers of a business as well enable the auditor to report whether he is satisfied that the balance sheet drawn up as shown as true and fair view for the financial period, accounting to the book and it not, shown in the aspect he is not satisfied within. It should be that auditing to accounting is close yet their natures are very different. They are business association not parent and child summarization and communication of financial data while auditing is analytical and it is critical investigation concern with the basis for accounting measurement and assertions. Theory of auditing in an organization.

When we talk about auditing in an organization we are talking about equipment, machinery, current and long term liabilities, owner’s equity and revenues are the common features to be seen. Therefore, the chapter will try to summarize fully the audit procedure required to be follow by the auditor in relation to the above mentioned items in an organization.

2.2.1
Theory of Audit of Plants, Equipment and Property


Plants, equipment and property, are tangible assets used in the operation of an organization. These assets have service of more than one year in the ordinary course of business. Audit procedure for land and building is that the auditor should ensure that the real estate acquisition as stated above are properly authorized by the appropriate official of the company. Where auditor should find out the reason for such increase and who approves of such increase. All relevant record should be examined such as LPO, way bill, invoice and mathematical accuracy of the figure.


Theory, Furniture Fixture and Office equipment. Including in this category are debts, chairs, bookcase and showcase, carpentering safes and type writer e.t.c. 

Audit procedure: the receipts and documents showing the purchases of the item authorization to that effect.

Motor vehicle: include in this category are these or various size track tractor, pick up for delivery e.t.c.


Audit procedure: the auditor should ensure that all various are classified according to their function such classification includes depreciation maintenance and lots of operating etc. the auditor should verify the right to ownership through registration certificates and also the insurance policies.

2.2.2
Theory of Repairs and Replacement

This could be ordinary or extra ordinary repair includes miner replacement of part which should be charged to the expenses account since it serve to maintain on asset in good condition. While extra-ordinary repairs have the effect of lengthening the useful life of an asset, other normal expectation and therefore should be capitalized by adding the charges to the cost of the asset. At time the auditor may find it very difficult to distinguish the two, he should use best of judgment.

2.2.3
The Theory of Workplace Deviance


The theory of workplace deviance reiterates the employees steal primarily as a result of workplace conditions, and that a lowered rate of employee theft is a by-product of a management team that is responsive to employee’s plights
2.2.4
Theory of Hyper Motivation


This could opines that given a sufficiently powerful motivation to commit an act of fraud, people are generally more than capable of rationalizing why it does not in fact conflict with their own ethical precepts. And once they have taken the first step towards unethical behavior, subsequent steps into abss of immorality gets progressively easier. The basic conditions was that of a visceral state, that can lead an individual into an action that one would normally have deemed unacceptable.
2.2.5
Anomie Theory of Fraud


According to Anomie theory of fraud, in every competitive capitalist society, the other members of the society who are excluded from access to legitimate means to success and stardom will experience a sense of relative deprivation which they try to relieve by way of social vices like;

1. Aggressive criminal behaviors like bank fraud and armed robbery attacks.

2. Aggressive revolutionary behaviors like coup de tat in the military

3. Are treat into psychosomatic illness like drug addiction, alcoholism. 
2.3
EMPIRICAL REVIEW 


According to the companies decree “1968” a professional auditor who may be an auditor who may be an auditor of a limited liability companies must be a member of Institute of Chartered Accountant of Nigeria (ICAN). This is to ensure that the auditor is companies to carryout his duties effectively and to express an opinion which is base on the trust and fair position of any organizations. This competence came from acquisition of sound knowledge of accounting and audit theory and practices, business law, financial management, taxation, mathematics and statistics, in addition the auditor should be able to communicate effectively with the workers of any organization. He should have the physiological, logical knowledge of reading workers behavior, the knowledge of mathematic and statistic which enable an auditor to analyze data collected. Therefore an auditor should be thoroughly trained through different examination to enable him meet the auditing standard.


The profession, demands that auditor have personal qualifies such as wisdom, sense of good judgment, honest, hardworking, integrity, factful and resourceful, right moral standard self central and dignity.

1.
An auditor must be independent of his client.

2.
An auditor must be integrity, he must be seems as honest man. There is ethical guidelines when all members of ICAN are required to follow in order to maintain their integrity.

3.
He must be objective in his judgment, his report is to have a;

a.
State income tax withered.

b.
Amount of miscellaneous deductions.

CHAPTER THREE

3.0
RESEARCH METHODOLOGY
3.1
DESIGN STUDY 

This chapter provides a discussion of the research methods and procedures that was employed in this study. It discusses the population of the study, it also discusses the research design especially with respect to the choice of design, sample and sampling techniques, data collection methods as well as data analysis and data presentation methods employed in the study and highlight the sources of information for the research and data validation and integrity so that the kinds of errors could be identified and eliminated during the analysis and interpretation.

3.2
SOURCES OF DATA


There are two major sources of data that are use in this research work by the researcher for analysis which are primary and secondary sources.

Primary Source of Data


It is system of data collected by the researchers for the purpose of this topic under research. It is a reliable source of information and it is also refer to the information gathered by the researcher him/herself in the study area which includes using questionnaire, personal observation or oral interview.

Secondary Source of Data


These are data collected from already analyzed, collected and processed fact and information by other journal, textbook, seminar, conference paper, etc.

3.3
POPULATION OF THE STUDY


Target population in statistics is the specific population about which information is desired. A population is a well defined or set of people, services, elements, events, group of things or households that are being investigated (Ngechu, 2004). The target population under study was the First Bank Plc.

3.4 
SAMPLE SIZE


The sampling frame describes the list of all population units from which the sample was collected (Cooper and Schindler, 2003). Sample of the respondents were drawn from 40 staff and 10 members of the management team. In this case probabilistic sampling whose logic lies in selecting a truly random and representative sample that permits confident generalizations from the sample that permits confident generalizations from the sample to a larger population is to be done (Cooper and Schindler, 2003). By the use of this probabilistic sampling, each population member has a known chance of being included.

3.5
METHODS OF DATA COLLECTION


Data collection is gathering empirical evidence in order to gain new insights about a situation and answer questions that prompt undertaking of the research (Kothari, 2004). This study intended to collect primary data and therefore utilized self reporting questionnaire (SRQ). The questionnaire attached at the appendix. The questionnaire was collected after the respondents filled it. That is on a drop and pick basis. The study is concerned with variables which cannot be directly observed such as opinions, perceptions and feelings of respondents. Such information is best described through questionnaires (Oso and Onen, 2005). The questionnaire was considered most appropriate because it allows for collection of data from many respondents within a short time and provides a high degree of data standardization and adoption of generalized information amongst any population.

3.6
METHOD OF DATA ANALYSIS 


Completed questionnaire was edited for completeness and consistency. The questionnaire was coded to allow for statistical analysis. According to Mugenda (1999); Data must be cleaned, coded and properly analyzed in order to obtain a meaningful report. The statistical package for social science (SPSS) version 12 was used to analyze and interpret the collected data where appropriate. The percentage frequencies were posted to excel worksheets to generate graphical summaries that were also used to indicate the direction of respondents. Tables and charts were used to summarized responses for further analysis and facilitate comparison.

3.7
LIMITATIONS OF THE METHODOLOGY


One of the problems of this work is time. The time required for the project is not enough.


Also financial constraints is not left out, as the money required to get the necessary data for accurate work is not a small things someone on easily employed especially with the economics of the country now. 

CHAPTER FOUR

4.0
DATA PRESENTATION AND INTERPRETATION 

4.1
ANALYSIS AND INTERPRETATION

A total of 75 questionnaires were distributed to the employees of First Bank of Nigeria Plc. After the questionnaire were completed by the respondents and returned they were screened and sorted out by the researcher. The details of the returned questionnaires show that out of 75 questionnaires sent out, only 50 were completed and returned, while 20 was not returned and 5 were rejected because they were not properly completed. Hence 66.7% of the respondents returned their questionnaires.

4.2
DATA PRESENTATION 

Bio-Data

Table 1: Sex 

	VARIABLES
	FREQUENCY
	PERCENTAGE (%)

	Male 
	20
	40

	Female 
	30
	60

	Total 
	50
	100


 Source: Researcher`s Field Survey, 2022 

Table 2: Age

	VARIABLES
	FREQUENCY
	PERCENTAGE (%)

	18-25
	15
	30

	26-35
	20
	40

	35 and above 
	15
	30

	Total 
	20
	100


Source: Researcher`s Field Survey, 2022

Table 3: Marital Status 

	VARIABLES
	FREQUENCY
	PERCENTAGE (%)

	Single 
	15
	30

	Married 
	35
	70

	Total 
	50
	100


Source: Researcher`s Field Survey, 2022

Table 4: Educational Qualification 

	VARIABLES
	FREQUENCY
	PERCENTAGE (%)

	ND/NCE 
	5
	10

	B.Sc/HND
	25
	50

	PGD
	5
	10

	MBA
	5
	10

	M.Sc
	10
	20

	Total 
	50
	100


Source: Researcher`s Field Survey, 2022


Table 1 above indicates that 7 or 35% of the respondents were Male, while 13 or 65% of the respondents were Female, 3 or 15 of the respondents were 18-25years 9 or 45% of the respondent are aged between 26 and 35. Also 9 or 45% of the respondent are single, while 11 or 55% are married and none is divorced or widowed. This means that majority of the respondents are married. And finally, the above table shows the number of respondents by qualifications. 


The data collected indicated that 2 or 10% of respondents are ND/NCE holders, 7 or 35% are HND/B.Sc holders, PGD, MBA and M.Sc. therefore, it could be inferred that majority of the credit officers are HND/B.Sc holders. 

4.3
DATA ANALYSIS 

Research Question 1: Lack of auditors independent could militate against audit from achieving its objectives. During the interaction respondents were asked if lack of auditors independent could militate against internal audit from achieving its objectives.

Table 1 

	VARIABLES
	FREQUENCY
	PERCENTAGE (%)

	Yes 
	35
	70

	No
	15
	30

	Total 
	50
	100


Source: Researcher`s Field Survey, 2022


Table above indicate that 35 or 70% of the respondent greed that lack of auditors independent could affect the auditor from achieving its’ objectives while 15 or 30% respondent that lack of auditors independence has nothing to do with audit from achieving its objective. That means that most of the respondents are of the view that lack of auditors independent cannot affect the performance of the auditors unit in First Bank of Nigeria Plc.

Research Question 2: Auditing independence does not enhance truthfulness and fairness in an organization accounting report.

Table 2

	VARIABLES
	FREQUENCY
	PERCENTAGE (%)

	Yes 
	25
	50

	No
	25
	50

	Total 
	50
	100


Source: Researcher`s Field Survey, 2022


In table 2 above 25 or 50% of the respondents agreed that Auditor Independent does not enhance truthfulness and fairness of accounting report in First Bank of Nigeria Plc while 25 or 50% of the respondents disagreed.

Research Question 3: Lack of training for members of audit department affects the formulation and implementation of fraud in banking sector.

Table 3 

	VARIABLES
	FREQUENCY
	PERCENTAGE (%)

	Yes 
	40
	80

	No
	10
	20

	Total 
	50
	100


Source: Researcher`s Field Survey, 2022


Table 3 reviewed that 40 or 80% of the respondents agreed that lack of training for members of audit department affects the formulation and implementation of fraud in banking sector while 10 or 20% disagreed. The above analysis means that majority of the respondent agreed that lack of training for the members of the audit department can affect the formulation and implementation of fraud in banking sector.

Research Question 4: Do you think those that give account report has independence tool of truthfulness and fairness? During the field study the respondent were also asked if those that give independence were given exact assurance in their respective office.

Table 4 

	VARIABLES
	FREQUENCY
	PERCENTAGE (%)

	Yes 
	27
	54

	No
	23
	46

	Total 
	50
	100


Source: Researcher`s Field Survey, 2022


Table 4 above shows that, 27 or 54% of the respondent agreed that recording in respect of all payment before payment, are audit while 23 or 46% disagreed. This indicate that the respondent who agree in respect of the above question are more than those disagreed.  

Research Question 5: Attitudes of the auditors and other key officers affect truthfulness and fairness of accounting report in the first bank of Nigeria plc.

Table 5

	VARIABLES
	FREQUENCY
	PERCENTAGE (%)

	Yes 
	40
	80

	No
	10
	20

	Total 
	50
	100


Source: Researcher`s Field Survey, 2022


Table 5 indicate that 40 or 80% agreed that attitudes of the auditors and other key officers affect truthfulness and fairness of accounting report in the First Bank of Nigeria Plc, while 10 or 20% disagreed. 

Research Question 6: The top Auditor of First Bank of Nigeria Plc considers auditing as an essential tool for enhancing reducing fraud in banks.

Table 6 

	VARIABLES
	FREQUENCY
	PERCENTAGE (%)

	Yes 
	30
	70

	No
	20
	30

	Total 
	50
	100


Source: Researcher`s Field Survey, 2022


Table 6 indicates that 70% or 30 of the respondent greed while 30% or 20 respondents disagreed. This show that the number of those who agreed is more than of those who disagreed.

Research Question 7: Do you believe that firm (First Bank of Nigeria Plc) can survive without proper auditing report?

Table 7 

	VARIABLES
	FREQUENCY
	PERCENTAGE (%)

	Yes 
	-
	-

	No
	50
	100

	Total 
	50
	100


Source: Researcher`s Field Survey, 2022


In the above table when asked if First Bank of Nigeria can survive without proper accountability 50 or 100% of respondent disagreed. This means that the First Bank of Nigeria cannot survive without auditing report.

Research Question 8: Do you think that general supervision could be the factor of improving reducing fraud in First Bank of Nigeria Plc?

Table 8 

	VARIABLES
	FREQUENCY
	PERCENTAGE (%)

	Yes 
	30
	70

	No
	20
	30

	Total 
	50
	100


Source: Researcher`s Field Survey, 2022


Table 8 shows that 30 or 70% of the respondents agreed that general supervision could be the factor of improving accountability is the local government while 20 or 30% disagreed.

Research Question 9: Are you satisfied with the level of auditing in reducing fraud in your bank?

Table 9 

	VARIABLES
	FREQUENCY
	PERCENTAGE (%)

	Yes 
	30
	70

	No
	20
	30

	Total 
	50
	100


Source: Researcher`s Field Survey, 2022


Table 13 above indicates that 30 or 70% of the respondents agreed that they satisfy with the level of auditing in reducing fraud in their bank, while 20 or 30% disagreed which expressly indicates that the numbers of the agreed are more than that of disagreed.

4.4
INTERPRETATION OF DATA 


Degree of freedom is derived by the use of the formula row 1 multiply by column 1 i.e. (r-1) (c-1) which is this case we have df = (r-1) (c-1).

From table r=2, c=2

Therefore, df = (2-1) (2-1)



= 1 x 1 = 1

The critical value x2 at 0.05 level of probability at 1 degree of freedom (df) is 3.841. Therefore, since the captured value x2 is greater than the critical value appropriate level of degree i.e. 7.2>3.6 we therefore reject null hypothesis which state that “Internal audit does not enhance accountability in First Bank of Nigeria Plc”.    

CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1
SUMMARY


I summarize that the First Bank Plc audit is a subsection without fixed place in the organization, I examine the internal audit section properly and I see that most of the staffs are not highly educated through their experience. It was just recently that some degree holder in accounting was employed to head the section. Previously, the section was handled by themselves inferior to other staff member of the First Bank Plc and this can be attributed to the difference in salaries. When I compare clerk salary in account department with that of audit section, the difference is clear. That of the account clerk is better off. Audit staffs of the First Bank are scanty; more hands should be employed to enhance the section meet up with the accounting workloads.


Presently, the section has more number of staff compared to account department which has over 5staffs purpose and goals should be developed to the system and procedures will tailored made for the size of the business and suggest to regular and constant review and amend when the needs arise; whether big or small organization public or private, if the audit department is lacking administration limited resource. It will be ineffective, again where 4 are suppose to work, there should not be less people. This may create chance of committing errors and mistakes. In this way the effectiveness of auditing is enhanced and reliability of data and any information for presentation of shareholders and other interested parties are assured.

5.2 
CONCLUSION


From the argument provided so far, it exist in location in system or in a company from the definition and descriptions in the earlier chapter. It is obvious that there is part of the system that has a tool, internal checks and internet audit.


It is our belief that immediate application of the above recommendation will enhance proper auditing and fraud prevention in an organization such as First Bank of Nigeria Plc.

5.3
RECOMMENDATIONS 


With the above mentioned reason, the researcher recommends the following to the management of First Bank of Nigeria Plc to ensure effective functioning of internal audit and to control fraudulent act among staffs.

1.
The head of the audit section should be sent on further professional course that will place him on the same professional cadre as other head of department.

2.
The audit clerk should be elevated to the level of department and headed by a qualified professional accountant. The unit should be accountable to the chief executives of the company.

3.
The audit clerk should be given the opportunity to go for further studies for example in accounting and auditing or any relevant course available in Kwara State Polytechnic. This will eliminate the inferiority complex suffered by the section.

4.
The audit staff should be place on a better salary scale equal to that of their contemporary if not higher.

5.
Periodical auditing should be encouraged considering the size of the 
company. They will enable fraud and errors to be prevented business organization are established for the purpose of profit maximization at minimum for the purpose of profit maximization at minimum cost couple with the intention of the organization for the entity to have unlimited lifespan system procedure for accomplishing those.           
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APPENDICES

APPENDIX I
Department of Accountancy, 







Institute of Finance and Management Studies,

Kwara State Polytechnic, Ilorin.

Dear Respondent,
A PLEA FOR QUESTIONNAIRE RESPONSE

My name is ANIMASHAUN, Waliyat Moshebolatan, a student in HND of Accountancy at Kwara State Polytechnic, Ilorin. I am conducting a study on “Auditing as a way of reducing fraud in bank and other financial institution in Nigeria (A case study First Bank of Nigeria Plc, Ilorin”. You have been selected to participate in this study by answering the following questions. 

Please tick the most appropriate response or elaborate where necessary. The information obtained from you shall be kept confidential and used for academic purposes only. You are also free to withdraw from participating at any time.

Thank you in advance for your participation.







    Yours sincerely, 

OLABAMIRE OLAMILEKAN AYOMIDE
APPENDIX II

QUESTIONNAIRE

Section A: (Bio-data)
i. Gender: Male [  ] Female  [  ]

ii. Age: 18-25years [  ] 26-35years[  ] 35 years and above[  ]

iii. Marital status: Single [  ] Married [  ]

iv. Educational qualification: ND/NCE[  ] B.Sc/HND[  ] PGD[  ] MBA[  ] M.Sc[  ]

Section B: (Research questions)

1. Lack of auditors independent could militate against audit from achieving its objectives. During the interaction respondents were asked if lack of auditors independent could militate against internal audit from achieving its objectives. Agree[  ] (b) Disagree [  ] (c) Undecided [  ]

2. Auditing independence does not enhance truthfulness and fairness in an organization accounting report. Agree[  ] (b) Disagree [  ] (c) Undecided [  ]

3. Lack of training for members of audit department affects the formulation and implementation of fraud in banking sector. Agree[  ] (b) Disagree [  ] (c) Undecided [  ]

4. Do you think those that give account report has independence tool of truthfulness and fairness? Agree[  ] (b) Disagree [  ] (c) Undecided [  ]

5. During the field study the respondent were also asked if those that give independence were given exact assurance in their respective office. Agree[  ] (b) Disagree [  ] (c) Undecided [  ]

6. Attitudes of the auditors and other key officers affect truthfulness and fairness of accounting report in the first bank of Nigeria plc. Agree[  ] (b) Disagree [  ] (c) Undecided [  ]

7. The top Auditor of First Bank of Nigeria Plc considers auditing as an essential tool for enhancing reducing fraud in banks. Agree[  ] (b) Disagree [  ] (c) Undecided [  ]

8. Do you believe that firm (First Bank of Nigeria Plc) can survive without proper auditing report? Agree[  ] (b) Disagree [  ] (c) Undecided [  ] 
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